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THE CHAIRMAN: Shall we come to 
order? The first item this morning is the 
submission of the Northwest Territories 
Council, to be presented by Mr. R. G. Robertson, 
the commissioner, which we will mark as Exhibit 
50. Will you just start right in? 

MR. ROBERTSON: Mr. Chairman and 
gentlemen, it is a great pleasure on behalf of 
the administration of the Northwest Territories 
to be able to present this brief to the royal 
commissionsthe more so because we who are 
concerned with the Northwest Territories feel 
that until the very recent past the people of 
Canada have for the most part forgotten all 
about the part of this country north of 60 
degrees, The people of Canada have been unaware 
of the character of the part of the eountry 
north of the 60th parallel. They have been 
unaware of its prospects and possibilities, 
aid they have been almost unaware of its 
existence. 

Canada acquired this area in 1868 
to 1870 by the purchase of Rupert's Land and 
the transfer of what was then called the 
Northwest Territory. A good deal was done in 
the next 50 or 60 years to develop the 
southern part of it right along the United 
States border, but apart from that portion 
which is immediately adjacent to the United 


States it would be almost true to say that for 
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70 years nothing was done about the enormous 
tracts acquired in 1868 to 1870. 

It was only after the second 
world war that Canada began to have any 
genuine awareness of the part of the country 
north of 60 degrees; and it is only since the 
second world war that the people of Canada have 
taken any genuine interest in this country. To 
our way of thinking, if this royal commission 
can do anything to encourage and stimulate the 
interest of the people of Canada in the Northwest 
Territories, in its possibilities, in 
awareness of its character, that alone will be 


an enormous service, 


In the brief which has been 
submitted we have attempted to set forth 
something of the general background in the 
Northwest Territories; the natural resources; the 
geology and the fundamental characteristcs., We 
have also tried to outline at some length what 
are the possibilities along certain lines of 
development. Agriculture, forestry and 
fishing have been mentioned, The possibilities 
in respect of these I think are considerably 
greater than most people in Canada are aware, 

The great possibility in the 
Northwest Territories,however; the real prospect 
for future development is in minerals, both 
metallic minerals and minerals of the type of 


petroleum and natural gas. It seems clear 
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beyond any question at all that the potentialities 
in this respect are enormous, 

The known prospects, the known good 
possibilities of development, are quite numerous, 
There are certain of them that are being worked 
at the present time; uranium at Great Bear lake; 
gold around Great Slave lake; zine and lead at 
Pine Point are known to be available for 
development; uranium in the Marion river area; 
nickel at Rankin Inlet and Ferguson lake; iron 
in the Belcher islands and Kasba lake north of 
the Manitoba - Saskatchewan boundary. 

These are the known prospects, the 
known possibilities; but the point we have 
sought to emphasize in the brief is that the 
possibilities of the Northwest Territories in 
respect of mineral development should not be 
measured by the known prospects, because the 
actual prospecting and exploration that has 
been undertaken thus far is trifling in 
comparison with the enormous area. The real 
possibilities of this part of the north 
should not be judged by what is known, but 
by the geology of the areca; and in geological 
terms the outlook is certainly enormously 
encouraging, 

In that respect I would refer 
the members of the commis sion particularly 
to the appendix in the brief that has been 


submitted by the geological survey, which 
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develops a certain amount of this, and also to 
the relevant pages of the brief itself. The 
brief sets forth in its own fashion what are the 
possibilities, 

Given those possibilities, the 
question now of course is what can be done to 
bring those possibilites into realization, 

Thus far, as everyone knows, virtually nothing 
has been done apart from the two or three 
instances I have referred to, 

I think in considering the 
possibilities of the Northwest Territories most 
people would probably assume that the greatest 
single problem is the climate. That is not BOe 
The climate is simply a cost factor; and as 
a cost factor in relation to mineral prospects 
it is infinitely less important than 
transportation, 

The brief deals at some length 
with the climate, and there are a few tables 
on it. Basically I think it can be said that 
it does not interfere with the fishery 
possibilities. Where there is agricultural 
land it will limit the types of growth that 
are possible, but it is not a real limiting 
factor. In respect to forestry, where the 
forest resources lie it is not a significant 
factor. In respect of mining, as I have said, 
it is an important cost factor, but it is a 
much less important cost factor than 


transportation, 
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The greatest single problem that 
has to be met in connection with the development 
of the Northwest Territories is purely and 
simply transportation. The costs that 
transportation imposes because of distance, 
and also because the unit costs are very high, 

are enormous. They appear in almost every 
sphere of life in the Northwest Territories; 
in individual living costs3’in the costs of 
operation of the mines; in the necessity of 
maintaining large inventories because of 
remoteness, and because of the seasonal 
character of transportion and other factors 
of that kind. 

There is no possible doubt but 
that if the costs of transportation could be 
reduced significantly, a good many things 
that are now outside the economic margin would 
move inside the economic margin. A good many 
things which are not now capable of economic 
development would become capable of such 
development, and as each new development came 
to fruition this would reduce the unit costs. 
What is needed is some significant measure to 
start this process of reduction in transportation 
costs. 

The brief has gone into the 
possibilities that we think are of major 
importance in bringing down transportation 


costs. To our way of thinking the most 
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important significant thing that could be done 
would be to construct a railway from Grimshaw 
to the southern shore of Great Slave lake. The 
information we have been able to gather 
together on this railway, as to its economics 
and the considerations relating to it, appear 
at pages 2) to 30 of the printed brief, I do 
not intend to go into those details at the 
present time; I have no doubt that the members 
of the commission have read that part of the 
brief. I shall be very glad to try to deal 
with any questions which may come up in 
connection with it, 

I think it is sufficient to say 
that the railway is not in any sense a 
visionary project. The railway is a project 
that even in cost terms is very close, in the 
foreseeable traffic, to being within the realm 
of economic feasibility; but there are 
considerations that go far beyond that in 
connection with this railway. As I have said, 
it is not a costly project in relation to the 
capacity of this country at the present time, 
orp in relation to the developments it would 
make possible. Nor is it a railway that is 
in any sense comparable to the railways that 
have been built from time to time in the past 
few years to open up a small area or to bring 
a single mine into development, 


A railway to Great Slave lake 
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is a project that would be entirely in the 
tradition of the transcontinental railway lines, 
It would not be to open a single area or a 
single project. It would be a railway that 
would open and develop over half a million 
square miles in the Northwest Territories, In 
other words it would be the economic catalyst 
that would make possible the realization of 
the possibilities of this entire area. 

The transcontinental railway 
lines were seen as projects of national 
Significance, and they were handled as national 
projects. To our way of thinking the railway 
to Great Slave lake is in precisely the same 
category. The only difference is that in 
actual cost it would be infinitely less less. 
The relative cost as compared to the national 
possibilities would be but a trifle. We are 
convinced, as I say, that this railway would be 
more than in order even for only one purpose, 
to bring into development the mineral resources 
and the other resources that lie in the Mackenzie 
district in the Northwest Territories. 

The second thing we have mentioned 
as likely to contribute a great deal to 
bringing down costs of transportation and 
bringing about development is the construction 
of development roads. We do not see the prospect 
in the foreseeable future of the railway being 


carried beyond Great Slave lake. There does 
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not appear to be anything that would justify it 
going beyond the lake in the period of time 
which this royal commission is taking under 
consideration. What we think is that beyond 
the lake and into other areas from Great Slave 
lake there should be a great many more develop- 
ment roads constructed. 

At the present time there are 
virtually no roads in the Northwest Territories. 
The Mackenzie highway runs from Grimshaw to 
Hay river. What is required are roads running 
from the present systems, or from the end of 
the transportation lines, into areas that have 
good promise of future development. 

It is submitted that these roads 
should be built by the federal government. This 
submission is made for two reasons. ‘The first 
is that the resources of the Northwest Territories 
are in the title of the crown in the right of 
Canada. The situation is the same as it was 
in the prairie provinces up until 1930, 

We consider that this is a proper 
suggestion, because the Northwest Territories 
simply does not have the economic ability at 
the present time to take measures necessary 
for the development of these resources. Since 
they are in the title of the federal government, 
and since the federal government is the only 
authority that can take measures for their 


development, we feel that these roads ought to 
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be built by the federal government. 

The second reason for this submission 
is that as a simple matter of fact the construct- 
ion of these roads is infinitely beyond the 
resources of the Northwest Territories. The 
revenues could not support the construction of 
even one or two of these roads, If they are 
to be built at all, they must be built by the 
federal government. 

At pages 31 to 32 the printed 
brief contains an outline of the roads which we 
think it would be most desirable to build in 
the immediate future. These are also set 
forth graphically in a map which appears in 
the centre of the brief, indicating the roads, 
the railway I have referred to, and several 
changes in communication lines that we foresee 
as desirable within the period of time this 
royal commission has under consideration. We 
also try to suggest in symbolic fashion the 
possibilities of resource development that we 
can foresee as the result of these improvements 
in transportation, 

This has been thus far simply 
an attempt to touch upon the highlights of 
the brief, rather than to summarize what it 
Says. In considering the weight of the 
representations that have been made, I have no 
doubt that one of the first questions that will 


be in the minds of the royal commission is why 
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anything should be done about developing the 
north. Why should we take any measures? Why 
should we not wait until the forces of evoncnics 
bring costs and prices into line, and let 
developments take place by themselves? 

These questions have been dealt 
with briefly in the brief itself, There are a 
number of considerations in that connection 
that have been mentioned. I would like, however, 
to say just a bit more at this time about the 
arguments that we think have relevance in 
connection with the development of the north, 

The arguments in favour of 
development fall into a number of categories. I 
might first refer to the economic arguments. 

The argument that it is economically 
important to develop the Canadian north hangs 
on the belief that the world demand for raw 
materials of all types -- and particularly for 
minerals -- shows every sign of increasing at 
a pace far in excess of the development of 
sources of supply. This view has been put 
forward in books and reports and speeches by 
a large number of individuals and groups in the 
ten years since the end of the war. It has been 
expounded, among others, by eminent Canadians. 
It commanded little public attention, however, 
until the publication of the Paley report in 
1952. This report added little new in general 


terms, but it gave most useful specific estimates 
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of the increase in the United States and world 
demand for key materials which might take place 
between 1950 and 1975. 

The increase in the demand for 
materials stems from the rapid increase which is 
taking place simultaneously in the world populat- 
ion and also in the per capita demand for raw 
materials. The population of the world appears 
to be growing at the rate of about 30,000,000 
ayear. The rate of growth is likely to rise 
steadily for many years to come, for the 
increase and spread of medical knowledge 
throughout the world and the extension of 
medical services to the underdeveloped countries 
will diminish the death rate, The time may 
eventually come when the rise in the standard 
of living in the underdeveloped countries will 
bring about a decrease in the birth rate in 
these areas, but that appears to be many decades 
away e 

Several factors are contriving to 
increase the per capita demand for a wide 
range of raw materials, One is the rapid 
technological advances which are continually 
finding new and intriguing uses for many 
materials. This stimulates, among other things, 
the development of all manner of gadgets for 
which, in our way of life, there seems to be an 
unsatiable demand, Another factor is the steps 


which are being taken by such measures as the 
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Colombo plan, the technical assistance programme 
of the United Nations, and the point IV programme 
of the United States to raise the standard of 
living in the underdeveloped countries. As 

these measures meet with success the demand for 
raw materials will rise by leaps and bounds, 

For example, the available figures indicate that 
in 195 the per capita consumption of ” pa in 

the Hasta States was 11.0 pounds and in the 

rest of the world was 1.) pounds. Similarily, 
the per capita consumption of lead in the Unitea 
States was 9.) pounds and in the rest of the 
world was 1.2 pounds. A roughly similar disparity 
exists in almost all other raw materials, 
Therefore the underdeveloped countries have to 
move only a very small part of the way toward | 
the consumption standards of the United chatea te 
cause a tremendous increase in demand. 

The following table shows the 
estimates of the Paley commission as to the 
increase in demand for certain minerals that 
will take place between 1950 and 1970-80 in 
the United States and (where figures are given) 


in the rest of the free world. 
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INCREASE IN DEMAND, 1950 to 1970-80 


United Other Free 
States World 
i y 
Zinc 39 61 
Lead 53 -< 
Copper 43 5 
Iron ore 5 fe 
Nickel | 100 100 
Tungsten 150 150 
Aluminum egl as 
Magnesium 1,845 oo 
Cobalt | 3h <= 
Titanium & beams 32h -- 


e 


The Paley report points out that few 
of these specific estimates will prove accurate; 
changing conditions -- particularly technological 
developments -~- will produce a greater increase 
in demand for certain materials and a lesser 
increase for others, Further, the general rate 
of growth may be either faster or slower than 
the commission predicted. The report emphasizes, 
however, that the important factor is not 
whether a certain forecast proves too high or 
too low but that there is certain to be, during 
the 25-year period from 1950, a substantial 
increase in demand in almost every type of raw 


material. 
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I assume that the royal commission 
on Canada's economic prospects will consider 
that one of its functions is to reassess the 
findings of other authorities in this matter, 
and particularly, to determine what proportion 
of the increase in demand for raw materials 
Canada is likely to be called upon to supply. 
The answers to these questions will largely 
determine the importance of developing the 
Canadian north. 

If I may presume to express my 
view, it is that the forecasts of the Paley 
commission are more likely to prove to be too 
low than too high, If we are granted a 
relatively peaceful climate for the next 
couple of decades, and if the western world 
continues its efforts to raise the standards 
of the underdeveloped countries, it seems quite 
probable that in 10 or 15 years time the demand 
for raw materials by the rest of the world 
outside the United States will have risen by an 
amount that today seems fantastic. If we are 
not granted a relatively peaceful climate, 
then the demand for these materials by the United 
States and other western countries will be 
tremendous for military or semi-military purposes, 

It is true that a depression 
might for a time slow up, or even halt, the 
increase in demand; but in terms of political 


realities, I do not see how such an event could 
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be more than a relatively brief interruption 

in the general upward trend. To my way of 
thinking, the only event which can prevent 

this rapid increase in demand for all types 

of materials is,the obliteration of the civilized 
world by the hydrogen bomb. 

It has been agreed, of course, 
that substantial quantities of minerals may be 
found in less remote areas than northern Canada. 
It is true that newly developed methods of 
prospecting, and also the more intensive use 
of conventional methods, have recently resulted 
in important mineral discoveries in regions very 
close to established transportation systems which 
were thought to have been thoroughly prospected 
already. Examples of such discoveries resulting 
from new methods of prospecting are Marmora and 
Bathurst, and an example resulting from more 
intensive prospecting, or a closer consideration 
of results, is Manitouwadge. Even SO, these 
examples by no means prove that our northern 
areas will not be required. Much more, very 
much more, will have to be found before we can 
afford to be casual about the north, 

A somewhat related argument is that 
mineral exploration in Canada should be conducted 
in an orderly, northward advance, and that leap- 
frogging should be avoided. In other words, no 
special measures to stimulate mineral exploration 


and development in the Yukon and the Northwest 
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Territories should be undertaken as long as 
there are substantial northern areas in the 
province which remain undeveloped. This line of 
argument looks neat on paper, and it might 

be valid if we had none assurance that the 
pre-Cambrian shield and the Cordilleras are 
relatively evenly tinea lisa throughout their 
length and breadth. Unfortunately that is not 
the case, and we have little or no idea at 

what precise spot we will find the large, high- 
grade deposits of easily treated ores which we 
will need. The fact that Pine Point, given a 
railroad,may be one of the lowest cost producers 
of zine and lead in the world is a good example 
of the fact that we may well have to look to 
the north for our best mineral finds. 

The Northwest Territories brief 
points out that exploration will be discouraged 
by the lack of transportation facilities. It 
also points out that between five and ten years 
often elapse between the discovery of a 
promising prospect and the achievement of fal 
production. Putting these two facts together 
with the further fact that there is no assurance 
that we will be able to find sufficient low-cost 
Supplies to meet our expected demands 10 or 15 
years hence without calling on the resources 
of the north, it follows that any failure to 
encourage the exploration of northern resources 


will incur the risk of shortages in the future, 
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These shortages would cause price rises wtil 
additional supplies were discovered and 
developed. They might well encourage the 
development of foreign sources of supplies 
which would be higher cost than those which 
would have been available if development in 
northern Canada had been encouraged in adequate 
time, and these higher cost foreign sources 
would in all probability seek tariff protection 
from their own governments. If this protection 
were granted it could well frustrate the 
potential development of Canada's resources, 

in addition to putting a permanent and harmful 
rigidity into the price structure. 

Even although it seems very clear 
that the mineral resources of the north will be 
required in large volume in 10 or 15 years, it 
is still reasonable to inquire whether the 
provision of steps to stimulate the development 
of these resources would involve the government 
in heavy expenditures on which there might well 
be little return for many years. 

Very fortunately it appears that 
that would not be the case, My brief to the 
royal commission points out that the principal 
expenditure which is required to stimulate the 
development of the Mackenzie district is the 
construction of a railway to Great Slave lake. 
It also showsthat the general benefit from the 


potential mine at Pine Point, which we are 


ai 
. oll 
— if 

7 aw 


: a 
er _ 

_ site PF 

iid eeetr 9 

finn persvoo! sb 

edd eg ate porte” edna per 


eetiqgwe to agotron mpterot ‘to Smestgo te 


— 


dotdw sons matt feos ‘wetatd od stue don te 
nt tuemqoleveb tf eldaftave med evadt- bre 


siaupobse at begswuroone posd Bet ‘ahened etsasie ft 


geoisoe nutetot? Jeco tedgit erent ‘bas ott 
? moitoetorg Titres Heoe Yilidedorw tis at 6 seal | 


,etoamrravog mwo atedt | mon aa 


' 
eit etattanet flew Sivoo gf hotnst3 ow 


sottoetora etdd t1 


. ~xootscorot e'sbsmad ‘To Saomyolareb taninasog 
Cuterted bers tremamreg se yakstuq oF potd Ibs rT 
itd 2 

our oirte eolsq eft otmt yiibigia ; 

Lae, 


caelo wirev amoee oh Fiero chs ite cova 


iy 


li tw Adson eft to eeomroxes Seren im jay ‘te BS 


is 


+o Of wt ree énial at petivpes . 


ed 
a BIST ef 
eit terverw ¢ soba’ of eldancsaet ri tte “et pe ee 


srremqofLeveb exit oteismita of aqote to so tayo" 


fosmrrevon eft evflovnt bisrow seouroedt cae 4 


{few tin tm ere dd doficw mo eeuudibnegxe qvaed ‘f 


Brest Yitam tol mri es ee 6 


jadt easeqqe tI ¢Letsautrol yiev Aig : sl 

gat o¢ Ttoitd iM ,eeao oft ed Fon bisow aa 
Taotonitq odd deft tuo simtog mol ‘en temo Is ad 
edt ove Lumite: o7 beriupet sie do betw erst Hbregre 

edt af ‘golateth etsnedssM add to range roves 
ore t ‘@valé teoxd O¢ wwiltet s ‘To so teeuitaas 3 
- mort ti tened feteneR oad tedtewore ott #1 


Ga, 
je Joc 


exe ow fold tetot etd te extn Isitnedte 


iw 4 7 i , 
ae 


i ) 
a 9 ee 
oq Die 


7h 


- 1980 - Mr. Robertson 


informed will come into production if this 
railroad is built, will more than cover the 
cost of this railway by a considerable amount, 
The Consolidated Mining and Smelting Company 

of Ganeea have told us that, at present metal 
prices and tax rates,the increased income taxes 
and mining royalties paid by that company and 
by Pine Point Mines Limited as the result of 

a production at Pine Point of 50 tons of 
concentrates a day, would be considerably more 
than the cost of constructing the railroad, 
amortized over 50 years. This, furthermore, 
covers only the direct tax revenues resulting 
directly from the mine, in the form of sales 
taxes and possibly customs duties on supplies 
purchased. In addition, there would be both 
direct and indirect tax revenue resulting 
indirectly from the mine, such as personal 
income taxes paid by employees of the mine, 
personal and corporate income taxes paid by stores 
and other businesses which might spring up at 
Pine Point, sales taxes and possibly customs 
duties on goods used by stores and individuals 
in the settlement of Pine Point, sales taxes 
and customs duties on goods used for the construct- 
ion of the railroad, corporation and personal 
income taxes paid by those concerned in the 
construction of the railroad, and many other 
sources, It is impossible to estimate what 


these various types of tax revenue would amount 
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to, but the total receipts to the federal 
treasury would appear to be greatly in excess 
of the expenditures that would be required for 
the railway. 

One further point might be 
mentioned. It is sometimes pointed out that 
zine was one of the metals for which the Paley 
commission indicated a smaller increase in 
demand than most others. On top of this, 
substantial zine discoveries seem to have been 
quite frequent in the past four or five years. 
Therefore, it is argued, the likelihood of 
requiring additional zine supplies 10 or 15 years 
hence is less than for many other metals, 

This is doubtless the case, but 
it is by no means discouraging as far as the 
Northwest Territories is concerned, It is true 
that zine is the dominating metal at Pine Point, 
but all our indications are that Pine Point, 
given a railway, will be one of the lowest cost 
mines in the world, Therefore, there is no 
reason at the present time to worry too much 
about possible competition with this mine. As 
far as the rest of the Mackenzie district is 
concerned, gine is not of dominating importance, 
The presence of a wide range of other minerals 
has already been indicated, including lead, 
copper, nickel, iron, tungsten, columbium and 
other rare metals, radium, uranium, lithium, 


petroleum, natural gas and coal. In fact, it 
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can be said that there is no reason why almost 
any kind of mineral should not be found except 
those which are produced by surface action 
under tropical conditions, such as bauxite. 
The development of the Mackenzie district, 
therefore, is an extremely good bet to take 
care of future mineral demands whatever the 
direction may be in which technological 
advances lead us. 

I submit that the foregoing 
arguments suggest that, if there is any real 
possibility that the resources of the Mackenzie 
district will be required to meet world demand 
within the next 10 or 15 years, a railway to 
Great Slave lake should be considered most 
seriously,for there appears to be nothing to 
be lost in building it. The single circumstance 
under which it would seem sound policy to decline 
to construct the railway would be if this royal 
commission were to come to the conclusion that 
there is no possibility that the resources 
of the north will be required within the next 
two decades, 

Now, gentlemen, those are the 
economic considerations that we think apply in 
relation to the development of the north. There 
are other considerations. There are defence 
considerations. I do not know to what extent 
the commission can properly take those into 
account, but those considerations are of two 


kinds. The first is the consideration of the 
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increase in economic strength of this country 
by the development of precisely the kind of 
resources that are most likely to be needed 

in the event that the world climate turns 

down instead of up. The other is the point 
that is referred to briefly in the brief that 
has been submitted; that is, the direct 
importance of the Mackenzie river route for the 
northern defence services, a matter that was 
demonstrated last year in the construction of 


the distant early warning line, 


The Mackenzie route is the only 
protected way to the Artic, The Mackenzie 
route is quite it GPORE 0 as it stands. The 
thing that will do the most to make it an 
adequate route for defence purposes is the 
construction of the railway to Great Slave lake, 

The third consideration that 
makes development of the Northwest Territories 
important in the next few years is the social 
situation in the north. This has been referred 
to in the brief, In general it can be said 
that the native population in the north is 
increasing, The wild life possibilities in 
the north are decreasing. There is a 
progressively more serious social situation in 
the north. There is no possibility that the 
largest part, let alone the whole, of these 
people can be adequately supported in the way 


of life to which they have been accustomed 
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over past years, All that can be done is to 
provide alternative means of income; and 
alternative means of income can only be 
derived from economic development. 

The longer these possibilities 
of employment are deferred, the worse the 
social situation will become. At the present 
time we have a condition which will be in part 
one of adjusting a native people to a new way 
of life. In part it will be a problem of 
Salvaging a few of those people who have come 
to rely upon relief, The longer the delay, 
the greater will be the problem of salvaging 
them; and it will become progressively worse as 
time passes, 

A fourth consideration, and I 
submit one of real importance in relation to 
the north, is simply the general consideration 
of national policy. We do not know at this 
time what are the economic possibilities of 
development in the north, and we will not know 
what they are unless conditions are created 
under which there is a reasonable possibility 
that prospects discovered in the course of 
exploration can come into economic development. 
So if we do not create the conditions that 
will enable exploration and prospecting to go 
on, we simply will not be placed in a position 

to know just what are the developments that 


can be expected in the northern half of this 
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country o 

It seems to me that it cannot 
possibly be sound policy for the nation to 
refuse to take the measures that would enable it 
to test and perhaps to learn the developments of 


which the Northwest Territories are capable. 


There is another consideration in 
relation to national policy. The consideration 
I have mentioned is one that perhaps could be 
regarded as a consideration of national self 
interest. But there is a consideration in a 
privaté sentext. At the present time there is 
quite a conflict of ideologies in the world, 
Canada stands politically as the exponent of 
democracy. It stands economically as the 
exponent of private enterprise. I submit there 
will be a good deal of attention paid to what 
this country can do and does do as the exponent 
of political democracy and economic private 
enterprise with regard to half a continent. If 
we do nothing with regard to its development 3 
if we do nothing with regard to a worsening 
social situation, I submit that we will have in 
part betrayed the political and economic 
principles for which we stand. 

In recent years and at the 
present time the U.S.S.R. is doing a great 
deal about the development of the northem part 
of its area. It is also doing a great deal 


about the social adjustment and the social 
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development of the native peoples in Siberia 

and the northern parts of the U.S.S.R. I submit 
that in the waste as we have it today, or in 

the world as it is likely to develop in the next 
few years, this country cannot afford to stand 
idly by and say that under our system we can do 
nothing about a worsening situation socially; we 
can do nothing but remain economically undeveloped 
because of the principles for which we stand, I 
do not think those principles require us to take 
that position. 

Gentlemen, if there are any questions 
about the brief I would be very glad to try to 
deal with them. Thank you. 

THE CHAIRMAN: Thank you, Mr. 
Robertson. Suppose we start off with the various 
reasons why you think the railway to Pine Point 
should be built. 

You were good enough to let us 
have copies of your brief a couple of weeks ago, 
and it seemed to me that the arguments in favour 
of the railway contained, among others, one 
rather important premise, that the railway to 
Pine Point would stimulate the exploration for 
minerals, quite apart from the development of 
mines. 

Another point was made, that it 
would open up new farming lands with a potential 
of 30 million bushels of wheat, an argument 


which perhaps will be stronger at some other 
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time than now. I think perhaps that is one of 
the arguments we might leave in abeyance at the 
moment 

You further suggest that it would 
reduce the costs of transportation to the 
fishing industry on Great Slave lake »} That 
again, it seems to me, is not a main argument, 
because as important as that industry is in the 
area, you would not build a railroad for that 
industry alone, You would build it down in 
Newfoundland, would you not, Dr. Gushue, 

MR. GUSHUE: Well, of course, 

THE CHAIRMAN: You also suggest 
that there are certain considerations from the 
defence angle. I do not know about my fellow 
commissioners, but I do not think it is wise 
for me to become an amateur strategist. I 
would sooner get those defence arguments from 
the defence people; and if we were getting that 
defence argument from the defence people, I 
would be inclined to ask them what great 
advantages the railroad would have from a 
strictly defence standpoint, over the highway. 
If there is a valid argument, strictly for 
defence considerations, for having a rai lway 
rather than a highway, then perhaps we should 
have the railway up to Whitehorse. Perhaps Mr, 
Collins is going to suggest that; I don't know. 

A very important argument is the 


submission that it would mean the earlier 
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development of the Pine Point mine, and another 
point was that it would improve social conditions 
in the Northwest Territories, You made a number 
of other points, Mr. Robertson, but those were 

at least some of them. 

As you can imagine, in our travels 
across the country we have had quite a considerable 
number of proposais put to us, with considerably 
more vehemence than you have used this morning, 
but put to us fairly strongly nonetheless, that 
there are projects which are vitally necessary 
for the development of various parts of this 
country, which should be undertaken by the 
federal government immediately. 

Personally I think probably they 
are all good, and I found it encouraging that 
there are so many things that so many people in 
this country feel are needed. We certainly have 
not obtained the impression that Canada has 
come to the point of having no further ways and 
means of expanding. There are all sorts of 
suggestions being made; but I think anybody 
would agree that if those developments are to 
take place there must be some kind of order of 
priority. I do not mean that we should do one 
thing and then wait for five years before doing 
another, but that presumably some of these 
undertakings should have priority over others, 
and I would not like to go further than that, 


So I would like to ask some 
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questions about the two main arguments that 
revolve around the development of the mining 
industry, because as you said in your brief the 
main economic prospect in the northwest is 
mining. 

First of all on exploration, we 
have been told in other places that the first 
thing which is required to stimulate exploration 
is pretty complete mapping and geological surveys 
of the areas that have not been completely mapped 
so far. We have been lead to believe at one 
Stage, when somebody else was recommending the 
building of a railway, that it was extremely 
important -- it may have been Mr. Herbert; I am 
not sure -- because it was a method of removing 
the overburden and thereby exposing the rock 
formations, which made it possible for 
Surveyors to come along and decide whether there 
were minerals underneath, They argued that this 
was why mines are found in the vicinity of 
railways; in fact they argued that it was the 


main reason, and it was Suggested to us that 


it was a fairly expensive method of exploration, 


I am not suggesting that that 
is your objective; but in developing that we 
were told that with the new techniques of 
exploration from the air, which are reasonably 
good and may get better, on the basis of the 
geological maps and the exploration that can 
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be done from the air now, the exploration 
companies can at least decide whether it would 
be desirable for them to put parties in on the 
ground. We got the impression that the use of 
aircraft for exploration purposes, both in the 
initial surveying and in getting parties into 
the areas where more detailed exploration seemed 
to be desirable, was going to be extremely 
important. 

All I am leading up to is that I 
do not see where the creation of this railroad 
in itself would be so vitally important from an 
exploration standpoint, Certainly I recognize 
that you have to get supplies into an area, and 
you have to get people into an area; but 


presumably you could use the highway. 


I am not quite clear about this 
highway. I gather that the costs of trucking 
by the highway are so high that people still 
use the water transport, and I am not clear why 
the costs of shipment by rail would be so much 
less than the cost of trucking that this will 
be the determining factor insofar as getting 
Supplies as far as Pine Point or Hay river are 
concerned. Is it cheaper to ship by rail than 
by truck? 

MR. ROBERTSON: Given a certain 
volume of traffic to move over a certain 
distance, the answer is yes, according to my 


information, 
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THE CHAIRMAN: You have the highway 
now? 

MR. ROBERTSON: Yes, we have. We 
have gone into this matter, and according to 
the best information we have been able to 
obtain, when the traffic over that distance 
would exceed about 75,000 to 100,000 
tons a year, the railway becomes definitely 
cheaper than a highway movement. 

THE CHAIRMAN: Sticking to the 
point I am on at the moment, which is exploration, 
would it make a sufficient difference? 

MR. ROBERTSON: Our point on that 
is that unless there are the cost-price 
circumstances that will make the development of 
a mineral possibility economically sensible, 
there is no incentive for companies to undertake 
the expenditures --~ and they are substantial -- 
that are involved in exploration, even airborne 
exploration, 

THE CHAIRMAN : They are doing it. 


MR.e ROBERTSON: Yes, to some extent, 
but not to anything like the extent that would be done 
if there were circumstances which would mean that 
if they found something good there would be a 
real likelihood of being able to work it 
economically. 
THE CHAIRMAN: The only thing about 
that is that conceivably the next really large, 


important, high grade ore body -- and I will not 
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even guess the mineral -~- might be discovered in 
northern Manitoba rather than in the Northwest 
Territories, in which case IT think you would 
discover it first and build the railway to it 
afterward, I suppose if we had roads and 
railways all through the north it would stimulate 
exploration; but in the last analysis, as we 
have seen in the last few years in connection 
with uranium, if there is a tremendous demand 
for some particular mineral, people are going 

to go out and explore for it, are they not? 

Is that not a fair statement? 

MR. ROBERTSON: I think uranium 
and gold are special cases$ and I believe it is 
significant that the two cases in which there 
has been active exploration and active development 
in the Northwest Territories are uranium and 
gold. They are both cases where the end product 
is sufficiently valuable in relation to volume 
that you can ship it out by air. In no other 
case is it economically feasible to consider 
development at the present stage, 

THE CHAIRMAN: I want to come to 
the development of the Pine Point mine, because 
that seems to me to be the real, basic, fundamental 
argument for this railroad, 

MR. ROBERTSON: No, Mr. Chairman; 

I would not concede that. I think the Pine 
Point mine is the factor which very fortunately 


is present to reduce the economic burden of the 
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railway at this time; but our argument does not 
depend fundamentally upon the Pine Point mine. 
To our way of thinking the importance of this 
railway is to open up the development possibilities 
of this entire area. The Pine Point mine will 
reduce the initial costs and make it possible to 
construct this railway without an enormous burden 
even in the initial period, but we do not rest 
that argument primarily on the Pine Point mine, 

THE CHAIRMAN: I realized when I 
read the brief that you have ali sorts of 
arguments, and I was trying to sort them out. 

MR. ROBERTSON: Nor do we base it 
on the fish of Great Slave lake, nor on 


agriculture. 


THE CHAIRMAN2 Well, as everybody 
Wa? trike is a good deal of exploration going 
on in all parts of Canada, and I am just getting 
back to our problem of prioritiés, not that it 
is up to this commission to make any kind of 
recommendations about any specific project that 
is under consideration. That isnot our 
responsibility, I think probably we have a 
responsibility to express an opinion about the 
broad principle of developmental expenditures, 
If it were possible for usin addition to 
suggest some formula for arriving at-a priority, 
I think it might be useful, 

To get ha to the Pine Point 
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about the railway at all if the owmers of the 
Pine Point mine felt that the market situation 
and the other considerations that have a bearing 
on the timing of the development of that deposit 
were such that they could start in now and 
develop the mine and operate it on a very 
large scale; because you would have the same 
Situation that you have at Knob lake, Somebody 
built the railroad, and it would not necessarily 
have to be the federal government in that case. 
Naturally we in this commission, in 
any studies we make pertaining to the mining 
industry, have to give a great deal of thought 
to the potential markets, which in the end are 
going to determine how fast the mining 
industry in this country develops, whether we 
like it or not, We have just come from New 
Brunswick, where very strong representations 
were made that fairly substantial expenditures 
be made by the federal government in order to 
make possible the early development of the 
lead and zine deposits around Bathurst. If 
the market were not sufficient to absorb 
everything that was produced, presumably the 
federal government would be in an awkward 
Position, ir they wanted to spend money on that 
sort of thing, in deciding which should come 
eirst. They will probably manage not to get 


themselves in that position, 
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On this point about exploration we 
will certainly be seeking advice and information 
from everybody who appears before us, as to the 
relative importance of opening up a country by 
railways and highways in order to stimulate 
exploration, or whether the exploration to a 
considerable extent will not take place in any 
event. 

I do not want to pursue this line 
of discussion. I think you have made it very 
Clear that in your opinion it is most important 
for the stimulation of exploration in the 
northwest that this railway be constructed, 

MR. ROBERTSON: Yes, Mr. Chairman; 
and, of course, also for the stimulation of 
development, There are certain cases where the 
possibilities are now known to be there, and it 
is simply a question of economics as to when 
costs and prices come into the position that will 
justify development, In connection with that 
we have mentioned, and I do think it is of some 
importance, the fact that there is a worsening 


situation up there on the social side, 


THE CHAIRMAN: I appreciate that; 
but you do not build a railway for that, 

MR. ROBERTSON: I agree; but this 
does have some relevance to the time factor, 

MR. GRAUER: On that social point, 


I think you made the statement that alternative 


employment is the only solution for the native 
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population up there. As I understand it, they 
are rather scattered; but they are a substantial 
native population. So it would mean, I take 

it, a substantial shift in population if you 
are talking about development from south to 
north. In any case it would mean a substantial 
shift in employment, You cannot just take an 
Indian population, I suppose, and put them in 
mines to work, 

I wonder if you could elaborate 
a bit on those factors; just how you expect, in 
its actual working out, that the railway and 
road, if built, would solve the social problem, 

MR. ROBERTSON: Mr, Chairman, on 
Mr, Grauer's question, the first thing I would 
mention is that we do not mean to suggest that 
évery Indian and Eskimo ig going to work in a 
mine a few years hence, 

The facts of the situation are that 
the Eskimo and Indian and mixed blood population 
is increasing at a rapid rate, the Eskimo 
population considerably more rapidly than the 
Indian population, for reasons we do not quite 
know. 

MR. GRAUER: And the fur is 
decreasing? 

MR. ROBERTSON: Yes. The value 
of the fur trade in 1953 - 54. was about 31 per 
cent of what it was in 1937-38, which was a 


depression year, Fur is almost the sole dollar 
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producing possibility they have. On top of that 
the staff of life in a real sense, and perhaps 
in a monetary sense, is the caribouj and there 
again, for reasons which we do not know, the 
situation is getting progressively worse. 
According to our best estimates the caribou 
population has dropped in half in the last six 
years, from over 600 thousand to under 300 
thousand, 

The point we wished to make was 
that some alternative means of income has to 
be found, not for all these people but for a 
great many of them. The railway, and the 
measures we have suggested, would do a good 
deal, we think, with regard to development in 
the Mackenzie district, where the Indian problem 
is the main problem, as opposed to the Eskimo, 
The Eskimo situation really is applicable there 
only at the delta of the Mackenzie river, and 
it is in that area that the problem is most 
urgent. 

These people have been in 
contact with the westerm way of life the longest, 
They have been taken away most from their real 
way of life. They have been upset to the 
greatest extent, and probably they are the 
people most urgently in need of some alternative 
Sources of employment; and the measures which 
have been Suggested we think would be helpful. 


It might mean shifts of population for a matter 
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of miles, but not for enormous distances, 

In addition to the direct mining 
developments, an increase in population there 
would make possible the development of the local 
agriculture. We do not foresee, at least fora 
good time to come, the possibility of any export 
of agricultural commodities; but at the present 
time virtually all foodstuffs are brought into the 
area, If there were a population growth and it. 
as the Department of Citizenship and Immigration 
is now trying, more and more Indians could be 
gotten to turn to local agriculture, this would 
provide a second possible means of increased 
livelihood, which generally 16 dependent upon 
the increased development, 

MR. GRAUER: Do the Indians take 
to agriculture? 

MR, ROBERTSON: Slowly is perhaps 
the answer, It does not happen quickly. Mr. 
Pickersgill did mention in his remarks here 
yesterday that in northern Alberta they have 
been successful in getting an increased number 
of the Indians to adopt agriculture. He mentioned 
ranching, the raising of cattle and that sort 
of thing; and there is no reason to assume that 
this cannot be done, giving time for adjustment, 
in the Northwest Territories. 

Outside the Mackenzie valley one 
Cannot generalize too much about the situation, 


The degree of contact with our way of life and 


ev acl yedt sixedfa mredtton a tact - 


nodmmn begsotont ns gaitios mt Ly'tessooue sant : i 
benotinom ef eutivelege danbs of ensthal ecttteates 
Jnoa tadt brat eftdeo to gutelarvedd gators 


tact empeas ot Onset Off et evetd bas \yyettdt to 


alacant wot emit gatvin ,emob ed donmes eid? 
snotrotizze? teoewdsroU edt tt 


ano yeliev eisnedoni ecid ebbads: 
cottastie edt tuods monn cot ealisteneg sonrms 
bas Stil to yew suo aitiw sossaoo to eergeb sit 


i 


- 1999 - Mr. Robertson 


the degree to which the economy of the old way 
of life has been upset, eters in different 
areas. Perhaps the most seriously upset area 

is in northern Quebec, as far as Eskimos are 
concerned, but also along the west side of Hudson 
Bay and, to a lesser extent, in the northeastern 
part of the Artic, There, too, we have to look 
ahead to an increasing population with at least 
a static possibility of depending on wild life, 
and probably a decreasing possibility. So it 
seems to us there will have to be some types of 
development that will provide alternative 
employment. 

Government and defence are 
certainly possibilities. The distant early 
warning line and other defence arrangements in 
the north will, we hope, give employment to 
an increasing number of Eskimos, They have 
quite a number now. Or mining developments at 
Rankin, Ferguson lake and other areas in time 


would do something to help. 


MR. GRAUER: In the road and 
rail programme you outlined you would anticipate 
considerable employment of Indians, would you, 
in the construction programme and the mining 
development? 

MR. ROBERTSON: Yes, I would think 
So. Thus far Indians have not been employed 
below ground in mines, Employment above ground 


has met with more failure than success, I think 
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it would be true to say thus far; but part of 
the reason for that is that education and 
background have not prepared people to the 
extent that is necessary for this kind of 
thing. But this is the kind of thing that, 
in our view, has to be done; it is the only 
solution, 

MR. GRAUER: Steps are being 
taken on the educational side, are they? 

MR. ROBERTSON: That is right. 

MR. GRAUER: When you were 
discussing, as another reason, the fact that 
Canada represented democracy and private 
enterprise, you made a comparison with 
Russia. It is well known, of course, that in 
Russia there is an arbitrary allocation, that 
is arbitrary from the point of view of the 
government, of the resources of the nation, 

Referring to the remarks the 
chairman just made about the "Humber of 6rojects 
we are hearing about across Canada, which 
obviously would require a substantial amount 
of capital and labour and material -- I brought 
this same point up informally in another 
province, so this is not on the record there; 
and I was told that what we might very well 
have to do in order to bring about the furtherance 
of these big projects of the type you are now 
mentioning would be to cut back on consumer 


goods, which in a sense would be to take a 
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step along the Russian road, and say that we are 
in a stage of development which requires more of 
the labour and materials going to capital 
development and less to consumer goods. 

You made the point yourself that 
Russia is doing these things, and we might 
suffer by comparison. Would you be prepared to 
go as far as my friend in another province; 
because ihepaaere of choice is what one could 
very well be faced with. 

MR. ROBERTSON: Mr. Graver, in the 
first place I would not want to be forced to the 
point of trying to form any judgment on that 
sort of thing, or to sit in ee eRe 

I would not think that sort of 
thing should be necessary. Basically our 
system depends upon private initiative and on 
the forces of supply and demand and price and 
cost to bring about developments. Our basic 
assumption is that for the long term, this is 
the best system. 

But it seems to me this does 
not mean and has not meant nationally that we 
have to sit inertly and do nothing about the 
cost-price relationship. This country has 
been built on other assumptions and on other 
actions, and I think there is a good deal 
that can be done well within the limits of 
those assumptions. With a national policy to 


bring about results, I would think that we 
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could be just as successful in the north as they 
have been in the Soviet north. There is no 
question but that they have been successful 
there. We know they have; but I think by other 
measures we can achieve that success without 
perhaps going to the point you have suggested. 

MR. GRAUER: Ordinarily, of course, 
under the free enterprise system the pricing 
system as such is supposed to bring forth these 
developments, For instance, if we are in for 
a period of very substantial demand for metals, 
which is a common assumption now, one would have 
expected that would call forth the various 
developments as the price-cost relationship of 
potential developments came into some sort of 
desirable relationship. But you have mentioned 
other reasons here why you think in the case 
of the Mackenzie district and the Northwest 
Territories we should go ahead a little faster 
than the ordinary process would indicate, 

MR. ROBERTSON: That is correct; 
but I think even as to the ordinary process, in 
a good many cases national policy has dictated 
that for one reason or another there should be 
emphasis here or emphasis there, or speeding 
here or speeding there, As I say, this whole 
country is based on the assumption that you 
can do that sort of thing. 

| MR. GRAUER: Providing you are 


not trying to speed up all over the place at 
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the same time. 

MR. ROBERTSON: No; there have 
to be decisions. I agree. 

MR. STEWART: Mr. Robertson, I 
think this is in your brief, but if it is not 
it is in some of the other material which we 
have before us today, A comparison is drawn 
between the situation confronting us today and 
the situation at the time of confederation. 
This is a most intriguing concept, and I do not 
think we are going to overlook it, 

It seems to me that many of the 
points you bring out do draw the same kind of 
parallel, It is the kind of parallel that at 
that time decisions had to be made with regard 
to the opening up of the new frontier, which 
was then the agricultural frontier. Certainly 
as we have moved west and listened to the 
representations of the prairie provinces, it 
seems that there is now another frontier, the 
northerm mineral frontier, that we have to 
consider, 

That does raise the pr oblems 
Which the chairman and others have questioned 
you about; problems of timing and anticipation 
and demand for materials; the question of the 
knowledge of the actual resources we have up 
there. It also raises the questions which 
have been posed to you already on priorities, 


as to how these things will be developed, 
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There is one point which has been 
commented upon in connection with the price-cost 
relation, and it seems to me it is largely a 
matter of accounting. Here, of course, I have to 
bow to the chairman's superior wisdom in these 
matters. 

The question I wanted to ask is 
whether, in approaching these things, there is 
any way by which we can carefully and perhaps 
adequately account for the benefits which accrue 
outside the point of investment? That is coming 
back to our analogy. In earlier days the other 
provinces looked to the development of the west 
as a hinterland which would stimulate their 
growths; that is, they anticipated that there 
would be certain benefits accrue to them from 
those investment expenditures, which had to be 
underwritten by the government or which 
required other assistance in order to achieve 
them. In your own report you refer to the 
fact that presumably the Northern Alberta 
Railway would be able to pick up this traffic, 
and presumably these materials would fiow over 
the other transportation lines as well, so in 

your accounting of cost-price expenditures and 
revenues there are gains beyond the point at 
which the actual investment occurs. 

Do we just have to guess about 
these things? 16 ib alla big gamble, or 


is there any possibility you can see of the 


ee | eG 

Dy ARPT) 
ee ie ied nee ; 
PRES i aA: aa : 


vec wee by er in et pais Z 


etred{A avedsaow) edt ogidansacra t ede Soa a 
oltiend atdt qx fotq oF efda ed bivow seers re 
seve wolt iemcall sisired aw seeds yidamyeetq bes 

aioe ~fiew en pent no btadecoqanett reitto edd 
bas sotuttbasgxe eobiq-steos to gaitmyoogs Oy 
te éxtog edd buoyed entea e718 ereit seumevet 
28ILI90 sa cpaedaat fertos. edd, aah 
tuode eaoug oF ered: teut, ow of 
xo ,olduen ytd @ tLe ti si 
edt to see Ms0 voy yt Liidtesoq ye er edt al, 


Tayaind eaort 


iF 


pal 
ave 
a 


Le 


% 


- 2005= Mr. Stewart 


kind of accounting which might impress the 
chairman, taking into account these benefits 
beyond the actual point of investment? 

MR. ROBERTSON: I am neither an 
accountant nor am I an economist, and I do not 
expect to be able to impress the chairman by 
any suggestion I make about this. 

I do not know whether it is 
possible to get anything very hard or very 
definite in dollar terms as to the sort of 
indirect, secondary and tertiary benefits that 
would flow from this sort of development. We 
have attempted to assess the direct benefits 
in the increase in the gross national product 
and that sort of thing, which would flow in the 
case of the single Pine Point mine development, 
What the direct benefits would be from other 
possible developments there -- well, even that, 
I think, cannot be calculated with any 
certainty at this stage, because we do not know 
exactly what developments would come into 
production or on what scale they would be, at 
this stage. 

I think it is possible to say 
with certainty that any increase in development 
would have considerable beneficial effects in 
the other parts of Canada, The mining 
equipment and supplies would normally come 
from the eastern producers of that sort of 


thing. The supplies and so on are all brought 
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in from the south, the southern part of Canada. 
The extent to which development opened up that 
country would certainly provide a market for 
the developed areas of Canada, just as in the 
early days the opening of the west provided 

a market for the manufacturers of commodities 
in eastern Canada. 

I must confess, however, that I 
do not know of any means of getting the sort 
of accounting that you are speaking of. I think 
probably when the Canadian Pacific or the Canadian 
Northern or the Grand Trunk were built, they 
could not have any direct accounting of this sort 
of tata so I think all one may know is that 
there will be benefits, Perhaps you can measure 
them within certain limits, but beyond that I 
at least do not know, 

THE CHAIRMAN: If Mr. Robertson 
had been a poor accountant scratching for a 
living he would have done a better job in 
Suggesting that it could have been done for a 
fee. 

MR. STEWART: TI have just one 
particular question I would like to ask having 
to do with the rate of exploration, and I 
think it is a rather important point in a 
general way. 

If we are to make expenditures 
on development, such ag transportation 


facilities, would it be correct to assume 
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that this would speed up the process of 
exploration? Specifically I would like to 
know whether, in particular areas to which you 
have reference, if a railroad were built in 
there could it be counted Won’that the firms. 
already in there would speed up their explor- 
ation programmes in the adjacent areas? 

MR. ROBERTSON: Mr. tiademacy, i 
think the answer to that question is yes. 

THE CHAIRMAN: Let us ask them. 

MR. ROBERTSON: Some of them are 
here; that is true, I do not mean that all 
kinds of mining firms would thereupon send out 
parties, The ones which are now developing 
might not; but in general it is our view that 
the construction of the railway would create a 
climate that would make it worth while to do a 
lot of this exploratory work. In the last two 
years there has been a good deal of exploratory 
work in the Marion river area, because prospects 
of uranium appear to be substantial there, 
Uranium was worth exploring for because if 
satisfactory prospects could be found it was 
known that they could be mined, and the product 
could be sent out on an economic basis. It is 
not worth while spending a great deal of effort 
or time prospecting for copper, Say, or other 
things of that kind, at a time when there is 
not the means of economically developing them, 


That is our assumption and our view. 
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MR. GUSHUE: You put an estimate 
of from $50 million to $55 million, I think, on 
the cost of the raiiway to Great Slave lake, 
and in your map No. 2 you show a network of 
roads. Could you add to that estimate in 
relation to the roads you have shown? 

MR. ROBERTSON: Not in detail. 
The one road that you will notice is drawn on the 
map leaves the railway at a point marked Alexandra 
Falls,which is south of Great Slave lake, and 
goes northwesterly around Kakisa lake and up to 
Mills lake, which is an enlargement of the 
Mackenzie river, We had a survey made of a 
Ree. for a road there in the course of the past 
Summer, and that road from the railway to Mills 
lake would be about 116 miles in length. The 
rough estimates are that that road would cost 
$3 million. 

The road from Mills lake north 
and northeasterly to Ray and the Marion river would 
be through relatively easy country on the whole, 
I do not know how the costs would work out, but 
I would think they would be on the same gene ral 
line as the road I have referred to, 

A road leading north again from 
Marion lake to Great Bear lake would once again 
be in relatively easy country. This is outside 
the shield: it is on the edge of the great 
plains, The cost should not be terribly high 


in road terms, perhaps something in the vicinity 
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of $25 thousand a mile, or something of that 
kind, 

MR. GUSHUE: Could you put a 
general figure on ail this network of roads, 
or would that be unfair to ask? 

MR. ROBERTSON: I would hesitate 
to do that. The roads that are marked there 
from Yellowknife eastward and from the Slave 
river eastward are through quite different 
country. That is in the Canadian shield, 
That need not mean enormously high costs of 
construction, but without a survey of the area 
it would be a little difficult to know. The 
cost would be substantial, but it is not 
Suggested that we would have to build roads 
to the standard of the trans-Canada highway, 
or anything like thats; simply a good gravel 
road. 

MR. GUSHUE: Would you expect 
fairly substantial migration into the area 
because of this railroad and the roads and the 
developments which would come about? Your 
population at the moment is about 16 thousand? 

MR. ROBERTSON: That was the | 
1951 figure, I understand that the Bureau 
of Statistics estimates the population now at 
about 18 thousand, Next year we will have a 
census. Certainly there would be a 
considerable increase in population. The 


Mackenzie district probably is not going to 
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burgeon as the prairie provinces did, but there 
is no reason why it could not stand a very 
substantial increase in population, 

THE CHAIRMAN: Well, thank you 
very much indeed, Mr. Robertson, We are most 
grateful to you for this brief, and we are 
particularly grateful that you should have come 
all this distance to present it, and that so 
many people should be here to support VOUe 

We will adjourn now for a 10 
minute recess, and I think today we will carry 
on until 12:30 and then break off for lunch 


until 2:00 o'clock, 
~==HeECeSS, 
---After recess, 


THE CHAIRMAN: Shall we come to 
order? Mayor Allen, will you present the 
submission of the municipal district of 
Yellowknife and the Yellowknife Board of Trade, 
which we will mark as Exhibit 51? 

MR. ALLEN: Mr. Chairman and 
gentlemen, our group have come from Yellowknife 
to support the written submission made to 
you sometime ago by the municipal district of 
Yellowknife and by the Yellowknife Board of 
Trade. 

We are quite aware that you will 
have studied our submission, and our main 


purpose in appearing here today is in an effort 
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to answer any questions or to provide any 
additional infamation you might feel inclined 
to look for. 

The principal points of our brief 


concern transportation, hydroelectric power 


a SS 


development, and two phases of federal taxation, 


We do want to add several points to the submission 
made already, but feel that possibly it might 
be more advisable if we were to defer that for 
the moment and get some of your comments first, 
We might save some time that way. 

Our party, Mr. Chairman, consists 
of Mr. P.N. Pitcher, the general manager of 
Giant Yellowknife Gold Mines Limited: Mr. E. J. 
Colthorpe, the superintendent of mines of ene 
north central division, Consolidated Mining 
and Smelting Company of Canada, and Mr. John 
Parker, counsel for the municipal district of 
Yellowknife, and myself, 

I would like to point out that 
there is no doubt in our minds whatsoever as 
to the great potential of the mineral wealth 
of the Yellowknife area, In addition to t he 
gold and uranium which have been mentioned 
frequently here this morning, we look forward 
to considerable base metal production when a 
more favourable economic climate has been 
created. A forward looking government policy 
could create much new wealth and much employment 


in quite a large and sparsely settled area, 
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It is our view that economic 
development in the southern regions of Canada 
is not nearly as dependent upon government 
action as is economic development in the northern 
part. We must have a bold and aggressive 
federal policy, with particular reference to 
transportation, hydro power and federal taxation 
if there is to be ap ad EL substantial progress 
in the Northwest Territories within the next 25 
years. We do have the minerals, but they cannot 
be counted as wealth until such time as they are 
brought to market, 

We have mentioned transportation, 
and we are keenly interested in the railway and 
the roads which have been mentioned this morning. 
But we are also interested in several other 
phases, or you might say policies, of present 
methods of transportation, ‘We are also keenly 
interested in advancing further suggestions and 
perhaps theories in the matter of federal 
taxation. 

Now, Mr. Chairman and gentlemen, 
Mr. Parker has a further comments to add to our 
submission, though possibly you might prefer to 
discuss some of the points, or bring in a few 
questions that arise from our brief, 

THE CHAIRMAN: TI woulda suggest 
that Mr. Parker make whatever remarks or 
comments he wishes to make, and after that we 


can ask questions, 
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MR. PARKER: Mr. Chairman and 
members of the royal commission, transportation 
falls perhaps under four main headings: rail, 
road, air and water, I myself, and our group, 
think of this railroad as being justified in 
very large measure by the Pine Point base me tal 
deposit, which is generally regarded as one 
of the world's greatest undeveloped base metal 
deposits, Although the ratio of zine to lead 
there is somewhat higher, none the less there 
is very much more lead in the deposit than is 
commonly found, 

The need for lead is going to 
become very great, and the supplies of lead are 
going to become increasingly hard to find, 

Even if we began now on the construction of this 
railroad, it would be some time before it would 
be in operation; and it is our belief that before 
that time arrives there is going to be a 

severe lead shortage, So we look for an 

increase in the present lead price, which is 
already quite high, 

These minerals in the Northwest 
Territories, and all the resources of the 
Northwest Territories other than game, are 
the property of the federal government, of the 
people of Canada, We feel that the federal 

Sovernment has a special responsibility there 
in the matter of Providing transportation and 


encouraging development. While in New Brunswick 


: 
a 
‘ 
i 
_ 
; 
¢ 
i 
‘ 
ae 
| 
, 
t] 
, - 
S 
a @ 
7 


ai. 


7 ' a pe 
_ YY 7 ea a 
‘ 7) 


=e A) bes care Py Bp OTE HAT al wi vt oe 


SL ie 
aottatroqeasd <0 tas tnmoo-L0¥5 r ent to ered fen em 


Ae ta? 
,liew sensibesd ro min «wot snalal eqarireg ¢ - ' 


aor, ‘tro base , Teepe gtd sw Bets wtaybae © 


ot beltitevt saled se baoviied — to jeckstd : 


Iatem ovat dxtoT entt ene yd exve sont egtal wey 


sebranes yifa tates et dotdw theogeh- 


th 
re 
ie 

. 


fatem saad beqoLevehay tnedaery a 'bitow edit oat as 
a 


to ol¢er end dawords ta setteogeb: 


ered 2sef edt emom .tecigtd tarwomoe et ereniy » 


et mapas tteoqebh edt ai beet, exvom (lower YTV, a : 
. % 1 
: whe not vinommod 


ot nafow et Beef 10% beem edt | od 


. ~mik kk = i oe Ne ae 
i: er 


ers bael te seliqque afd bos .stpetQR Trev enaned 
~t% of busd eigatastevont emosed od patos f 
‘tnimgecos edt ao wor maged ow TL 8) 


woe. sd bisow 21 Daoriter 9 


i = atic! - 
radd Yelled quo 21 ch bas, gaelsatege ahe 
ed of aniog ef oteds sevinrs ents Jac 


ew of «sastrode Baeel Steves 


sua 
et dokdw . xq beel ?aecetq 9S (i atk ones 
.igtd etinp qbaotts — 
“te 
saewdsrot echt of elareaim eeontT | ane i. 


43 so eeonvoest eft Lia bas welnosierel ee 
sock? tacto sefsodint eT ea 


it Yo YtreqorT oat 


AU} 


Lavebet old tact feet ai!  .ebansd To. ee ; 


grads wtilidienoqest faloeqs a sad abe Nase 03 


anibivorwg To xotiam edt. ct 
sammapiore anton nis 
a 


anit to ,.fasmmmey sg favebet % 


boas moitdatroqedst® 


volwarseG weil ai efidw 


- 201) - Mr. Parker 


or Quebec, say, the provincial governments can 
carry on the development of minerals, it is not 
to be expected that the territorial government 
can do anything really conerete in that 
direction in the Northwest Territories, because 
we do not own the minerals. 

Therefore in our view the federal 
government has a special responsibility, and 
also in our view the buiiding of a railroad will 
not create any white elephant. We think the 
available tonnage will probably be sufficient 
from the very beginning to take care of operating 
costs. 

That view may not be shared by 
everyone. These things are difficult to check; 
but the picture is a very rea ttias one, and 
one of the questions which has obviously been in 
the mind of the commission is what else does this 
railway do other than perhaps bring the Pine Point 
lead to the market, 

At the moment there is a considerable 
amount of prospecting going on for base metals. 
That really got under way seriously only last 
Summer, and it is being done in expectation of 
&@ railroad, The Preston Fast Dome Company in 
the last few weeks has staked approximately 
1,500 mineral Claims, a tremendous figure, 
between the north arm of Great Slave lake and 
the Mackenzie river. That is a property of 


comparable size to Pine Point. I do not know 
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what the shape of it is, but it would be an 
area which would be roughly equivalent to 
three miles by 30 miles. They are going to 
carry on an exploration programme on that 
property, undoubtedly because they believe 
that the matter of a railroad is simply a 
question of time, and they do not expect it 
is going to be too long. Otherwise there is 
not the slightest sense in their undertaking 
the work. That job alone, even if it fails 
completely in the initial stages, will cost 
$200 thousand; and the only reason for under- 
taking it is to see whether the minerals are 
there, in the expectation of being able to 
ship them out by railroad if they are there. 
In the northern and eastern parts 
of the Great Slave lake area there are very 
many copper outcrops, and it seems inevitable 
that there will be one or more commercial 
deposits there. You cannot reasonably have 
as much copper concentrated around the country 
without having some of it in commercial 
Quantities, But it is an expensive job to 
€xplore that. You can go by air, which is 
really about the only way to do it except 
if you are moving in very substantial machinery; 
but it is several hundred dollars just for one 
trip. People will make these trips; they 
will go out for the summer and explore this 


country, if there is going to be a way of 


2805 » 
cnc 
See 


no 
7 


fen. ik bioeow 3) gad. wats tbo ap odd tac 


Ob S 


eer aie 


ot toelsyviupe tidgwos: od & pemarae a 


eo? anton es. you? notte, of td onewat 


a dauld mo emma: LROr nolttatolgxe mR MO. a 
eveifed yect erueoed yibeddmobas eystegorg | 
s tlqmte ef beorlian s te seddem, ext teadd 
: ti toeqxe fon ob yed? brs -emit to aottesup nn 


el eredt setwredtO .aael cot ad of. gtog. at 


-' gntietxebay sted? ot senen testdgife edt ton 7 


afteat +i tL‘meve .eaolse dol tad? oisow oni 


é i. deseo [fiw ,segets ist ittal ads at vlevetames _ 
| ; -sebau sot moeaet yimo edt bas (bomewods 008 
} ets efaiembn edt asddedse ees at el Jf patted “a 
of sida aried Yo solsasoeqas eat al oreds 
eevedt exs yoedt tt beorliet 7, tera madd aide Wi 
sited sxeteae bas rvedidaxog ¢ odd oT ns : 
YIev ste sieds aos exist evale daerd edz 0 X, 
efdativent emees Ji‘ ba _aqorods0  1e8aqoo yon + 
Laetousm rom to emo ed [fiw etedt set } 
i evad yidanocsset fonmso roy evedd edteoqeh 
. eadassoo exit beeie bs jneosnos teqqoo doum 2 : 
Leatoxemnog ni afi Io emoe anivad todd 4 
: : ot, dot iaitiietiliens as et th 206 aaa 
st dotdw ,tie yd og mao wot etadt exolgx % 
7 tqeoxe ¢t ob ot ysw. vino esis tuoda eiieet : 
a -yrentdoam Ls tiga tadya yrev al gntvom s13 mo 9 
| mo rot fest as mie. Pee faceves et #i.2 . 


: "7? 


eted exlaxe bas vemmve oft tot tuo 9 an 


to yews od of gehen, at stent, tt coda KO9, 


7 
P 7 ee 
7 it: o = 
! - a 
: (ae 
; 
fn, Se 


i 
- v4 


—_h 


a 
a = 


- 2016 = Mr. Parker 


moving the ultimate product to market, 

At present a prospector makes a 
find of some kind, and he has to interest 
capital in it. As things stand at the moment, 
capital really has not much right to be 
interested in base metals in the Northwest 
Territories, because they are not of economic 
value unless there is going to be a railway. 

As I say, during the past summer 
a good deal of prospecting for base metals 
took place, and that was done because, rightly 
or wrongly, we believe this railroad will aoe 
built, and we are confident that it is | 
justified, and we feel that in time it will 
make money. We also think that from the 
beginning it will probably pay its operating 
expenses, 

We also need roads as well as 
railways. You cannot get to Yellowknife 
except by air. You can get to Hay river and 
fly from there, but there is no road into 
Yellowknife, There is no boat that will take 
you to Yellowknife; no vessel is licensed to 
take you there, You must go by air. 

That is an altogether unsatisfact- 
ory state of affairs, and we would like to see 
@ road built from Yellowknife around the west 
end of the lake, with a ferry over Mackenzie 
river, connecting us with the Mackenzie 


highway; and we think of an expenditure of 


ine ts 


es 


8 evan eodoequotd ileal 
fuetetal of ead ed pega aie cl 
vioomom adt de baste egaidst @h ” wt at cestgeo 
6d oF trigis goum tom aett ¢ifaet Led teo 


jeowtdro edd nt efatom ened at boteorednt — 


otmonoos Yo tom ete Yerit oesinsed telrodietet 


sYewiter s ed! od ya 1hom st etedt seemed oot 


— tesq odd nalueb ,ysa I eA i, aise 
s{atom esad *ot yolfoeqaetq ‘to Iaeb Boos, a 
ylidpin ,setsosd ecxob esw tadty bas eoalg woot 
od [ftw bsort test atts avelfed ew ee a 


et tt ¢ent snebltros ers ew bas — 


{{flw Ff emis nt Fad? 


aceabaxe ey 
nai | 


’ 


es {fisw en abaot be of coals ew 
etiavwotleY of Jen tonmeo yor 
bia 46024 yal of fom feo WOY 
otat bact OW et exedt tad ,etem mort” we 


ie¢ [ftw tedt fsod of ef exert votiosiwoltel > 


as 
wee 


> 


ot beemeokbf ef Leeroy of tetiadwolleYy oF: ha 
sh. 


a yd on teum boy «oxen wor #4 Ie t 


“ 
wale 


eteldeens tedte;otie2 aca ef tadT ") 


sea O¢ 8) irs ‘bYoow ow.See ,ortstis To otate 
eLtmiwol Ley wort $i ind beot s 


ve wi iy 

8 dtiv otal en? no feist 
4; 

sisnedoaM eds diiw hed gattoertion revit 


teow ott beOr 


efsnedoaM teve yitet 


ar 


to eile ania te To: meas ew br a, 


4 


ee . 


— 


‘aew “Few 


- 2017 - Mr. Parker 


something between $23 million and $l million 
for that road. We believe a satisfactory road 
could be built for that figure, 

Let me tell you something of 
the problems of production there, Right at 
the moment the gold mines in our area are 
planning their purchasing for next year, the 
stuff that is to come in next summer, The 
chances are that it will not come on until 
well on into the summer by our present 
transportation routes, so that we have to plan 
now and start ordering now for material which 
cannot be used probably before 1957, 

That makes it extremely difficult 
and extremely costly to carry on an economic 
Operation. As we point out in our submission, 
the Giant mine has to carry an inventory of 
about $2 million for an operation of from 
750 to 800 tons a day, whereas Kerr-Addison, 
with over h,000 tons, gets by with an inventory 
of substantially less than $1 million, “As 
you can imagine, the cost of handling these 
tremendous inventories, insuring them and 
heating them in some cases, is very great, 
whereas if we had a road we could run on a 
normal three months! supply basis, 

The ferry would not be in 
Operation for three weeks in the fall and 
three weeks in the Spring. The rest of the 


time freight could come around from Pailhead 
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or from the Mackenzie highway and reach us quite 


regularly, which would have a tremendous impact 


on our area, 


ve have three gold mines in 
production, the Giant and the Conn mine, and 
the Consolidated Discovery mine about lO to 50 
miles aie, of us? but that ds considered to be 
the greatest undeveloped gold end mineral belt 


in Canada, and given a more favourable 
relationship between costs of production and 
price of gold you can expect substantial 
activity there, with new minsza, The railroad 
would have en important bearing on that, and 
a road would have an important bearing on it 

also, because of lower sosts of getting stuff 
in. 

We are not at ail happy about the 
present Canadian air policy. We do not think 
it is good for the rest of Canada, and we know 
it is no good for us, Every decision the 


air transport board has ms 4s in recent years 


Seems to have cost us MONSY « 


As you are aware, IT am not sure 


whether it was the board on the cabinet turned 


down the application of Canadian Pacifie 


nee 
Airlines for a Cross-Canada freight haul, We 


had been promised by C.P.A, a substantial 
pec 

Treight reduction because of greater aircraft 
utilization if they got the right to haul 


across Canada, They did not get it, and we 
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_ did not get the reduction, Not only. that; | / 
they took off the two large four-sn¢ine : 
aircraft which they had been using on our 
- route and which they had hoped to use on the 
cross-Canada route, and we palin back with the 
old DC-3, 
. Also we had one of the companies 
which opérates from Edmonton applying to the 
air transport board for the right to ship f 
freight to Yellowknife by air at the rate of : 
, I2 cents a pound. We are currently paying a 
E> érits, 9 That application was also turned 


down. So it is somewhat 4? 
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that present air policies seem to prevent us 
from getting reasonable rate reductions which 
we badly need. 
Now coming to perhaps the most 
irritating aspect of transportation as far as 
we are concerned, I refer to water transportation, 


I do not propose to try to repeat everything 


that is in our brief on the subject, Bub “the 


fact is that 90 per cent of our water freight 
is brought to us by Northern Transportation 
Company Limited, a wholly-owned crown 
corporation which is an immensely profitable 
venture, 

We do not ob ject to the federal 
government making a profit. -We like to make 
(& profit ourselves, They have $152, 000 


in this enterprise, and the average profit 
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for the last four years -- that is the average 
Said. profit -- has been $560,000 after 
normal depreciation, which represents a return 
of 350 per cent annually, which we consider 
GXCeSSI Ves 

THE CHAIRMAN: That is more than 
the return they will make on the railroad, 

MR.. PARKER: it is...We are in 

effect supporting the C.N.R. What I have 


told you ds factual, and.I will file.the 


reports.of this, Northern Transportation Company 


Limited for the last four yearss).I would. like 
to be able to file the report for 195k, but 
apparently this sompany does not have to 
comply with the law like the rest of us and 


hm bes not Liled.its report and has not complied 


With the provisions of the Financial Administration 


Act. its financial year sends December Sha end 


the 1954 report should have been’ filed at the 
end.of March, 1955. and should have been laid 
before parliament two weeks LATCY « Nothing 


of the kind -has been done. 


THE CHAIRMAN: I remind you, Mr, 
Parker, that our ters of reference are broad, 


but they are not completely inclusive of every- 
f “thing. 

MR. PARKER: I mention. that 
‘because you might wonder why I cannot tell you 
paves thing about the operations of this company 
‘for 1954 and 1955, I would if I could, and 

I should be able to, 
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THE CHAIRMAN: We will see if we 


can find out in some other way. 

MR. PARKER: No doubt before this 
royal commission has completed all its studies 
there will be at least one more report available. 
We do know that during 195 there was a very 
substantial increase in tonnage on this line, 
and we know that in 1955 the tonnage was 
approximately 125,000, which was again a 
very substantial increase, Pho ss reports 
indicate that the company has bought two more 
boats and twenty more barges, That is fine, 

THE CHAIRMAN: You think the 
rates are too high? 

MR. PARKER: We think the rates 
are far higher than they need be, and it does 
not make sense to us that the federal government 
should express a very strong interest in 
northern development, yet have its ow company 
charging rates which are very much higher than 
are necessary in order to meet operating 
expenses and capital replacement, That is our 
position in that regard, 

As far as power is concerned, we 
have a power development of about 8,300 horse- 
power, owned by the Northwest Territories Power 
Commission, which is an emanation of the 
Department of Northern Affairs and National 
Resources, At the moment that power project 


is meeting allthe demands for primary power 
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in our area, except that power which the mine 
supplies for itself: but shortly it will have 
to curtail the amount of secondary power which 
it sells; and we can see that in the very near 
future we will have a power shortage if we do 
not get some further power development. We 
would-be hopeful that this commission would 
encourage a forward-looking policy on power 
development. We think the time has now come 
for a further power expansion to take place, 

Perhaps I should also mention 
briefly in connection with power and water 
transportation that it is our view that all 
the power potential of the Northwest Territories 
should be measured so the information will be 
available when people want to know what power 
might be there for them to usé. This information 
will have to be obtained eventually, and we 
think ‘the job, which has been started, should 
be completed, 

We would also like the government 
to take a more vigorous attitude on such matters 
as the charting of Great Slave lake, It is 
a dangerous water at the present time, without 
adequate soundings, Parts: of it stv been 
Sounded end the work igs continuing, but it 
looks as though it will be a good many years 
before it is completed, That sort of thing 


should be stepped up. 
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generally known, but the United States 
government has undertaken and is doing the 
charting of Canada's artic coast. I have no 
objection to that; I am glad of it, because 
if they were not doing it I am quite sure it 
would not be dons, and we will have the 
benefit of it. But it does seem to me 
reasonable to expect our government to at 
least chart the inland lakes, 

It has been said =-- it is not 
an original idea when I say it -= that it is 
not one thing or two things which will really 
bring about substantial development in the 
Northwest Territories, There are quite a 
number of things, A railroad would be a very 

great help. Lower barge rates would be 
helpful, More roads would help, and so on, 

One of the factors which would 
be most helpful is some modification of the 
present federal texation, I am quite aware 
that nobody enjoys being taxed, and that 
everyone in Canada is bearing a heavy burden 
of taxation. The fact is, however, that our 
cost of living is very high in comparison with 
the rest of Canada, Surveys undertaken by 
the Department of Northern Affairs bears out 
that statement, Not only will those surveys 
bear it out, but the federal government, when 
it sends its people into the north =- and it 


has many people in the Territories and Yukon, 
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belonging to all departments of the federal 
government -- pays its single people an 
extra $75 a month and its married people 
an extra $125 a month. 

THE CHAIRMAN: Don't the mining 
companies do that? 

MR. PARKER: No, they do not, 
They pay good wages, but they do not put them 
on that basis, We consider that this is a 
tangible recognition by the federal government 
of the fact that you have to compensate people 
in that part of the country for the substantially 
higher cost of living, They have done that for 
their own peoples now we say, do something for 
USe6 

THE CHAIRMAN: I would think from 
reading these briefs that you have certainly 
said that, I do not mean that it is not a 
good thing to develop the north, but there are 
quite a number of things, and I was wondering 
whether you had ever calculated how much this 
would all add up to, 

MR. PARKER: Well, now, Mr. 
Chairman, this is not a budget item at all. 
At the present time you have only a handful 
of people in the north, I am not sure how 
many whites there are, Get some people in 
there, and get some revenues coming out. The 
income tax revenues that are coming out of 


the north now are already substantial, and the 
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government does not know what these amounts 

are, because they all go in with the Edmonton 
records and they are not segregated, One 

thing we do know, however, is that the last 
records from the bureau of Ssatistics in regard 
to wage earners show that at Giant we are paying 
more income tax than all the farmers in the 
province of Quebec put together. 

THE CHAIRMAN: Perhaps they were 
making more money. 

MR. PARKER: Perhaps that is 
because they were making more money. But you 
are not being asked to suggest the development 
of an area which is not going to make its 
contribution to Canada, because it will make 
its contribution, But it cannot make that 
contribution until there are more people there, 
and there will not be more people until there 
is something profitable for them to do. In our 
view it would be a very substantial encouragement 
if the higher cost of living were recognized by 
the federal government not only for its own 
employees but for anyone who goes in there; and 
we do not feel that the rest of the people of 
Canada would think of that as any discrimination. 

Another taxation matter, and one 
not related in eny way to the one we have been 
discussing, is this matter of the tax free 
period for mining companies, As you are aware, 


every mining company in Canada is permitted a 
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tax free period of three years. 

THE CHAIRMAN: This suggestion 
has been put forward previously. We are 
familiar with it. It is in the brief, and we 
know about it. 

MR. PARKER: We are asking for 
6 years; and I will not elaborate on the point 
at all. I would think it could be one of the 
most helpful things the government could do, 
and it could be one of the most helpful 
recommendations that could come from this 
commission. 

THE CHAIRMAN: Rightly or 
wrongly I think of it as the Fred Connell plan. 

MR. PARKER: Yes: I understand 
it was originally put forward by him, 

THE CHAIRMAN: He happens to be 
a friend of mine, and I am hoping he will 
appear before us, 

MR. PARKER: There again that is 
not a budget matters and aithough it would 
postpone the time when the company itself would 
produce revenues for the federal treasury, it 
certainly would not postpone the payment of 
income tax by individuals, the payment of 
sales tax, and so on, 

So, adding it all together, our 
view is that something of a serious nature 
and of a comprehensive nature must be done if 


there is going to be substantial development in 
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the north. We think that development would be 
beneficial to Canada as a whole, and we are, 
we think, very largely dependent upon what the 
federal government feels abie to do, 

We are also of the opinion that 
what this royal commission says will play a very importe 
ant part in our future for the next 25 years. 
This is an objective body. Perhaps the 
government of Canada does not know too much 
about the north, We can talk to them, but 
we are a special interest, This royal commission 
is not, and we hope you may decide that bold 
measures would be justified; that transportation 
must be improved: that power development should 
be increased, and that something should be done 


in the field of taxation. 


Well, now, gentlemen, I have 
occupied a good deal of your time and I shail 
sit down. But we have with us Mr. Pitcher and 
other gentlemen who would be much better 


qualified to answer any technical questions, 


MR. LUSSIER: Mr, Parker, you 


mentioned that it would be necessary to have 


& railroad from Grimshaw to Hay river, I think. 
Have you any opinion by the railway people 
about the economic possibilities of that 


railroad? 
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MR. PARKER: Mr, Crump, president 
of the C.P.Re, said that the apparent initial 


traffic would not be sufficient to pay the 
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operating costs, but he did not indicate what 
tonnage he was thinking of, or what tonnage would 
be required to pay the operating costs. We 
believe the tonnage svailable has been under 
estimated to some extent, and we believe there 
would be sufficient tonnage. We think there 
would be over <¢0c,V200 tons of freight 
immediately available; that is, 200,000 
tons annually, and that within a very short 
time that would perhaps double and possibly 
triple, 

MR. LUSSIER: How long would 
that railroad bes 350 miles? 

MR. PARKER: . About 1.00 miles. 

MR. LUSSIER: ‘Then you. mentioned 
that you would like to have a highway from 
Yellowknife to the Mackenzie highway at a cost 
of $4 million, How far is that? 

MR. PARKER: « Itois about: 175 to 
200 miles, but we thought of the actual length 
of the road as being probably about 250 miles, 
because it could not be built in an absolutely 
straight line, 


MR. LUSSIER: Is it not a fact 


that most of that country is solid rock? That 
is what I noticed when T was there, | 

| MR. PARKER: The part where we 
_are, right at Yellowknife, is in the pre- 
Cambrian shield, I¢ is rocky outcrops and 


_ pough, and would be Pairly expensive to build 
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through. But once you get across the north arm 
you get into a different type of country, which 
is very largely gravel and sand and so on, and 
it would not be expensive building at all. 

MR. LUSSIER: What is the 
proportion of that? 

MR. PARKER: About 75 miles 
would be fairly heavy going, but you would not 
have to do a great many rock cuts. You would 
simply go around them, You have travelled the 
road from Yellowknife to Giant, which is a bit 
over three miles in length. That is an example 
of the worst terrain which this road would 
cross, and that was initially built and 
operated at a cost of less than $10 thousand 
a mile, 

MR. LUSSIER: It seems to me that 
cost is much lower than we are paying in 
Quebec, Of courses our standard of living is 
so high that we cannot afford to get such 
Cheap construction, 

MR. PARKER: This road would not 
compare with a first rate quebec roads: there 
is no doubt about that, It is not perhaps that 
type, but it would do the job. 

MR. LUSSIER: You would be 
satisfied with it? 

MR. PARKER: Yes. 

THE CHAIRMAN: Mr, Allen, in 


your brief, in discussing the price of gold 
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you say that an increase of even 50 per cent in 
the price of gold would result in tremendous 
activity in the area, which would be evident 

in many directions. That is probably a 

correct statement, but what is the purpose 

or 167 You do not expect the price of gold 

to rise by 50 per cent, do you: or do you think 
there is any reason for thinking that? 

MR. ALLEN: That is correct. I 
believe probably the possibility of such a 
thing happening is a little difficult to 
understands; but the point behind the statement 
actually is to compare it with prices of other 
metals during the past several years. Those 
increases have not been 50 per cent, which we 
are now thinking is a fairly high figure, but 
rather 100 per cent, 150 per cent and up to 
300 per cent increases, That is on a lower 
base price commodity, granted, 

THE CHAIRMAN: TI notice you do 
not say anything in your brief about gold 
subsidies, Have you any views about the 
present gold subsidy programme ? 

MR. ALLEN: The present gold 
subsidy programme, as far as the Yellowknife 
area is concerned, is now virtually non- 
existent. 

THE CHAIRMAN: The mines in that 


area do not qualify? 


MR. ALLEN: They do qualify, and 
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they get some benefit; but it is not too great 
at the moment. I think two of the mines do not 
get anything. The Giant still does get some 
benefit from it, but compared to previous years 
it is inconsequential. 

THE CHAIRMAN: I do not want to 
ask for information that is not public, but 
is it public knowledge what the subsidy amounts 
to for any one company? 

MR. ALLEN: I think it has been 
published that last year the Giant got some thing 
in the neighbourhood of a million dollars in 
subsidy from the federal government. This year 
our estimates are approximately $200,000 to 
$300, 000. 

THE CHAIRMAN: The reduction being 
due to what? 

MR. ALIEN: Due to the change in 
the formula on which the gold subsidy is based. 

THE CHAIRMAN: I think it was 


suggested that there are prospects, given 


transportation facilities and so on, fon 
further gold discoveries 2n the general area; 

I mean it is an area that might produce more 
S0ld-bearing ore. Is that PLehnt? 

MR. PARKER: Yes, that is right. 
THE CHAIRMAN: I take it that 

the continuation of the subsidy would be 


important for such development? 


MR. ALLEN: While it would not 
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‘necessarily be important, it would certainly 
help. ‘But the major benefits from better 


- ha ry 2 
transportation, while they would certainly 


help the gold mining and the uranium possibilities, 
would be of more importanee to the base metals, 
Din, thing that would help gold mining is either 


_ & sutstantially inereased subsidy, which is 


not necessarily a good thing, or more 


| preferably an insrease in the price of goid, 
eran PN SH. Tae OP Eh’ extent of 50 per 
cent. q 
‘ MR. PARKER: Perhaps I might say 

7 that the recent decline in the value of the 
Becea tan dollar has produced more dollars for 

Dour mines than the gold subsidy itself, so I 
era that pute it in focus, We are better 
off now by way of an inerease in our revenues 
from that source then Prom the gold subsidy 
We have been legialated out of it pretty well, 


THE CHAIRMAN: Mr, Allen, in 


_ discussing transportation I think 


there were 
four points I remember, First of all was the 
Pailway. Second was 4 «57 ecting road or 
highway from Yellowknife to the Mackenzie 
highway. Third was a suggestion that the 

ites charged by the Northern Transportation 
mpany Should be reduced, Fourth was some 


mment about the present air service in 


which I gather you would include not only | 
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e rates charged but alsothe frequency of the 
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service and so on. Would you rate those four 
subjects in order of priority from your 
standpoint? 

MR. ALLEN: I would feel that 
probably the immediate benefit of a revision 
in the. air policy, rates and so on, would help 
most. The next I think probably would be the 
railway . 

THE CHAIRMAN: From the standpoint 
of Yellowknife you would put the railway ahead 
of a connection with the Mackenzie. highway? 

Mh, ALLEN: I think probably it 
would be fairly close. I think possibly a 
road connecting Yellowknife with the Mackenzie 
highway would give more benefit immediately 
than the railway. 

THE CHAIRMAN: Then you put the 
railway third and the transportation company 
rates last. I do not mean that you do not 
want them ail, of course, 

MR. ALLEN: They are pretty 
difficult .tc assess, 

THE CHAIRMAN: I appreciate that 
this is perhaps not a fair question to ask you, 
but what I was wondering was whether from the 
Standpoint of Yellowknife, which after ail 
represents a fairly important part of the 
Northwest Territories that we are talking about, 
both because of the fact that such a large 


percentage of the population lives there, and 
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also because that is where your operating mines 
are and presumably it is the place from which 
at least some of the exploration would be 
directed or controlled; and during the 
discussion this morning I was wondering whether 
the first things that would be of interest 

to you would be just the points which you 
mentioned, the improvement of air services 

and a connecting road with the Mackenzie 
highway. 

MR. ALLEN: The benefits of the 
increased or improved air service -- and by 
an improved air service I do not necessarily 
mean the number of flights and so on, but 
also rates -- the benefits from that, with a 
reduction in water transportation rates, of 
course would be immediate. The benefits of 
roads are a more long term proposition. 

THE CHAIRMAN: And the railway 
longer still, 

MR. ALLEN: That is correct, 
From my point of view you could certainly 
consider the reduction in rates of water 
transportation and air transportation to be 
of prime importance because of the fact that 
their effect would be immediate, 

MR. GRAUER: As a point of 
interest, what is the estimated construction 
period for the proposed railway? 


MR. ALLEN: I am not too familiar 
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with the construction problems in that field, 

MR. GRAUER: Does anybody know? 

MR. HERBERT: The information we 
have been given I think is that it would be 
about a couple of years once they had made the 
survey; and I take it the survey would take at 
least one full year and perhaps two years. I 
take it that it would be between three and four 
years from the time the first surveys had been 
undertaken, 

MR. GUSHUE: On the question of 
power, what is the prime need for a survey of 
the power potential? I notice it was stated 
that your present development is adequate, 

MR. ALLEN: It is adequate for 
the moment. 

| MR. GUSHUE: What is the prime 
need, then, for a survey? 

MR. ALLEN: The feeling is that 
the prime need is for a survey of all the 
possible developments so this information would 
be available to gompanies who were interested 
in possible mining or other developments in 
those areas. 

MR. GRAUER: As far as the 
Yellowknife district itself is concerned, are 
there any other major resources than the 
river, within transmission distance? 

MR. ALLEN: No, but the potential 


on the Snare river is considerably greater than 
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is now being developed. 

MR. GRAUER: But if it is the only 
source of heating I would be very leery of using 
it for house heating, as you suggest in your 
brief, Afterall, 25 thousand horsepower goes 
pretty fast. 

MR. PARKER: We think of it 
actually for house heating, All the mines pretty 
well burn oil, and they also all have electric 
boilers, They buy whatever power is surplus to 
primary needs and ~se it in their electric 
boilers, For some of the mines, those that 
are away from the water transport routes, it 
is very much cheaper, of course, than the cil. 
In our area it is pretty close to the break- 
off. 

Our idea was this. We do not 
want to run short of primary power, and we think 
we have reached the stage where we will need 
additional primary power befors very long. If 
the project is undertaken now and more power 
is produced than is required, it can be sold 
as secondary, and of course it will be 
gradually eaten up as primary power, 

We are also looking for a 
longer amortization period of LO years, which 
I think is generaily agreed is more realistic, 

MR. STEWART: To what extent are 
water transportation and air transportation 


competitive? If you had a reduction in the 
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rates for water transport, would it divert much 
traffic from the air? 

MR. ALLEN: I think it is extremely 
unlikely that there could be any reduction in air 
transport rates that would divert too much 
traffic. The main bulk of the consumable materials 
that are used in the community, particularly in 
the mining companies, are low cost, high weight 
articles on which even on the present water 
transportation freight charges the freight rates 
are quite in excess of the value of the 
articles themselves. So it would be completely 
impracticable to ever consider flying the 
large volume of, say, chemical reagents and 
explosives and that type of thing. But there 
are certain items of a more deteriorating type, 
foodstuffs and that sort of thing, which could 
quite practically be diverted to air transport- 
ation. 

THE CHAIRMAN: Well, thank you 
very much, Mr. Allen, for this presentation; 
and you, Mr. Parker, and all those who have 
supported you. 

We will adjourn now until 2:00 
o'clock when Colonel Collins will perhaps be 


prepared to perform, 


At 12:30 p.m. the commission 
adjourned. 
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At 2:00 pom. the commission 

resumed. 

THE CHAIRMAN: Shall we come to 
order, gentlemen? Colonel Collins is going to 
present the submission of the Yukon Territory, 
and in it there are some comments on taxation 
that Mr. Herbert has asked that I make clear 
are not the thoughts and opinions of Mr. 

Connell at all; that they are the thoughts and 
opinions of Colonel Collins, 

This explanation has become a 
little confused, perhaps, but in any case let 
us go ahead, 

MR. COLLINS: Thank you, sir. 

Mr. Chairman and members of the royal commission, 
before commencing this dissertation I would like 
to say how happy we of the Territory were to 

have the chairman and most of the members of 

the commission in the Territory last summer on 

&@ short visit. ft am sure your little visit 
there will help you to assess in greater 

measure the contents of this brief, 

I would also like to say that 
this brief was reviewed; I had a draft copy of 
it and it was reviewed by the members of the 
elected council of Yukon Territory recently, and 
has their entire approbation, 

This brief is an endeavour to 


assess in broad terms the actual potential 
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resources of the Territory; the problems 
consequent upon the development of those 
resources, and some suggested solutions to such 
problems, 

The Yukon Territory is as large 
as the maritime provinces and Newfoundland 
combined, Within it lie natural resources 
which some day should rank it among our major 
sources of mineral wealth, Their development, 
held back by preoccupation with the economic 
expansion of southern Canada, and by the special 
problems facing its exploitation, has as yet 
hardly begun. 

The economic expansion of the 


Yukon will depend largely upon the development 


of its minerals. As a first step these 
resources must be assessed and this is being 
carried out by the geological survey of Canada 
and by prospectors and mining companies, Though 
@ start has been made, much of the Yukon is still 
relatively unprospected., Enough is known, 
however, to indicate that the Yukon is a most 
promising mineral region, Attached to the 
brief at page 25, Mr. Chairman anda gentlemen, 
there is appendix A, which is an assessment of 
the geology and mineral potential of the Yukon 
as prepared by Dr, Bostock of the geological 
Survey of Canada, 

Mining long ago became the 


industry dwarfing all others. For many years the 
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leading metal was gold, but now it is exceeded 
in value by silver and base metals. Since 196 
mining has undergone an uninterrupted expansion, 
its production increasing ninefold in value to 
$16.6 million in 195.2. The further development 
of the Yukon's mineral wealth may come about 
more rapidly than is commonly thought, because 
the world's demand for metals and minerals is 
certain to increase apace. The territory's 
prospects also are enhanced by its location 
near enough to tidewater to permit its being 
made one of the most accessible parts of Canada 
to world-wide ocean transport. 

Water power is another major 
resource of the Yukon awaiting development. TKS: 
headwaters of the Yukon river contain a hydro- 
electric potential equal to about one-quarter of 
the hydroelectric capacity now developed in all 
of Canada. In the next quarter century the 
combination of low-cost power and new mining 
operations may encourage an important growth 
of manufacturing industries, 

Two factors, climate and 
transportation, present problems for the 
economic expansion of the Yukon. Climate is 
not a serious problem, The chief problem facing 
economic expansion in the Yukon is transportation, 
Transportation costs are high, among other 
reasons, because of the long distances from 


Certain markets and sources of supply, the 
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limited volume of traffic supported by the 
present Yukon economy, and the pattern of the 
territory's transportation facilities, 

I might add here that unlike our 
sister territory we do have a railroad, This 
railroad is now almost 60 years old. It was 
founded, I believe, by private enterprise 
without subsidy; and although it has had a 
very difficult time for many years, it is still 
functioning and performing a very, very useful 
service in the economy of the Yukon, 

Several measures could be taken 
to hasten the development of the Yukon. One 
would be for the federal government to undertake 
the cost of construeting the resource 
development roads which are essential to the 
exploitation of natural resources, and to build 
such roads into promising regions where 


substantial exploration is taking place. 


fn suggesting these contributions 
from the federal government I would like to 
impress upon the commission that in times gone 
by, at the end of the last century and for 
a number of years in this century, the Yukon 
Territory contributed very largely to the 
then national wealth of Canada upon which its 
present prosperity is founded, and at this 
moment has no hesitation in requesting some 
measure of quid pro quo, 


THE CHATRMAN: You do not have to 
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apologize for that. We have not run into any 
hesitation in any other quarters. 

MR. COLLINS: I am not apologizing, 
sire 

At the moment the roads of the 
Yukon are described as resource, trunk and 
local roads, The situation is that resource 
and development roads have combined. At the 
moment resource roads are being constructed 
by the federal government entirely, and 
maintained on a share basis between the 
territory and the federal government, 
Development roads are normally constructed on 
a share basis by the federal and territorial 
governments, and the total maintenance cost 
devolves upon the territory. 

The suggestion contained in 
this brief is that these two distinctions or 
types of roads be combined in one, called 
resource development roads, and that they be 
entirely built by the federal government, with 
the question of maintenance thereafter a matter 
of allocation as between the development which 
occurs and accrues to the benefit of the 
federal government, and that which is purely 
territorial in aspect, 

The distinction between resource 
roads and trunk roads in many areas has a good 
deal of validity, but in the Yukon it can be 


misleading. The roads which link a new ora 
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promising mining area with established settlements 
or communication routes, are precisely those 
which loom as most important for the development 
of the territory's economic potential, Yet 

roads of this type can easily be classified as 
trunk roads and thereby become a territorial 
responsibility. 

The ownership of the natural 
resources of the territory is of course vested 
in the crown in the right of Canada, and all 
revenues derived therefrom, at least the 
direct revenues, accrue to the benefit of 
Canada. Under those circumstances the 
territory's taxing power and ability to 
development any reasonable amount of annual 
income are very limited, Therefore it is 
essential that the federal government take a 
larger share, and a very much larger share, 
of road construction, particularly main roads 
and resource development pi the 


maintenance of then. In the brief we say? 


"The requirements that 
the next 25 years may bring for 
the construction of roads are 
given illustration in those roads 
which even now would form highly 
useful adjuncts to the territory's 
system of development roads, 
These are drawn in on map No, II 


accompanying this brief, 
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Development would appear to call 
first for the construction of a 
road from Carmacks eastward to 

Ross river designed to open up 

an area seemingly rich in lead 

and zinc. As that area developed, 
it would appear likely that the 
occasion could then arise for the 
repair of the Canol road, first 
from the Alaska highway to Ross 
river and then on to the Northwest 
Territories border, to serve an 
area also known for its lead and 
zine. To the southeast a road 
from Watson lake north to Frances 
lake and thence northwest to Ross 
river would pass through a promising 
mineral region. Were the Ross 
river area to become the site of 

a large metals production, Carmacks 
could become a focal point for 

the traffic in concentrates 
originating both there and at 
Mayo. Indeed, Carmacks might 

also eventually become railhead 
for the White Pass and Yukon Route, 
and perhaps the site of an 
electrolytic refinery utilizing 
such low-cost power as may be 


located in the territory, In 


o> a 


a 


ag ol Oran 7 
{iso ot se0qg¢e bisow taamgoLeved 9, ve — 


sto moltogtdence sit 191 gerit.. 
of Steawtese eXioamrad mort bsot 
qu. meqo o¢ benmpnieob asvin eeok 
baol at doit ¢ginatmece sets a8 
counts Dns 
ge Bbilyow 3£ 


mofesooa 


taewdtrok oft 


cfaitre ? © 
fa: wotou €& 


fe eo 
BOD Siri se. 


i 


‘C[sivneve 


eft sqanxeq ns 


tf 


téy yrouttex oltyfontoe 


Jeoa-wol dorre 


wen 2 eTawoc 
Tea ES ‘Ie OC 


eps otinied edt at betsool 


Le 


- 2015 = Mr. Collins 


the southwest the road that now 
runs from the Alaska highway to 
Aishihik airport could well be 
extended in a northwesterly 
direction to tap the mineral 
wealth believed to be located 
there. Elsewhere in the Yukon, 
the discovery of oil in the 

area about the Artic circle 

could bring the construction 

of a road originating near 
Dawson and ending at Fort 
McPherson in the Northwest 
Territories after turning eastward 
and passing through the Richardson 
mountains. The importance of 
such developments for Dawson and 
the northern region of the Yukon 
is apparent. Again to the north, 
a further road might proceed from 
Keno down the Wind river, opening 
up a region thought to be 
promising for both base metals 
and certain rarer metals of 


strategic importance," 


I might also add that both roads 
entering into Alaska and bordering upon that 
territory have very high strategic value. At 


the moment the boundary road, so called, which 
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goes out from Dawson to Eagle, on the Alaska 
border, is only about a third class road. 
Should the Alaska highway be blocked at any 
time, which it could easily be by slides of 
some magnitude, the only exit by road from 
Alaska would then be down the boundary road, 
except the road in from Haines. The brief 


goes on to say: 


"Although these appear 
now as the greatest needs that 
the foreseeable future holds for 
the construction of roads in 
the territory, the succession 
in which they may be built is 
by no means certain, nor is it 
unlikely that the priority given 
each individual road will undergo 
substantial revision. They 
havektheies. point to the 
Significance that the provision 
of further roads will have for 


the developing Yukon economy." 


Another measure which would hasten 
development of the mineral resources of the 
area would be, as has been already mentioned, some 
tax exemptions given to developed mines, What 
formula this would follow or how it could be 


arrived at is a matter, of course, for decision 
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by people other than myself; but certainly 
there are many factors tending to indicate 

that it would be a very logical step to take, 
and one well warranted by the conditions of 
mabe and short working season and other cost 
elements which beset the mining development in 
these northern areas, 

At the risk of being rebuked by 
the chairman, I would also like to suggest that 
if such a type of exemption would be of 
assistance to the mining industry, it might also 
at sometime be extended to other corporate 
properties, individuals and enterprises in the 
territories. I realize that this would be a 
very difficult thing to do, but the fact is 
that although tax exemptions to mining 
properties would be a very valuable factor in 
developing those mines, it would have little 
impact on the cost of living; whereas if other 
industries concerned more closely with the 
needs of man were incorporated and by some 
manner of means brought into such a scheme, 
it would tend in my opinion to lower the cost 
of living in the territory. 

I mentioned earlier the water 
power resources of the territory. These 
Obviously should be utilized as soon as 
possible for the development of the mineral 
resources and for other economic purposes 


in the territory. 
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The provision of substantial 
quantities of low-cost hydroelectric energy 
would be of inestimatable value in the 
development of the Yukon Territory. It would 
stimulate the establishment of smelting, 
refining, and perhaps other electro-metallurgical 
industries based on the mineral resources of 
the territory. The presence of a smelter or 
refinery might well cause a number of deposits 
which are now uneconomic to become economic, 
Further, the population increase which would 
come directly and indirectly from a smelter 
would stimulate agriculture and farming and 
perhaps small local manufacturing industries, 

Under the Frobisher scheme for 
developing power from the headwaters of the 
Yukon, the power would be developed in British 
Columbia. However, a large part of the 
storage basin would be in the Yukon, probably 
over half in the final stages. Also, a large 
part of the water used would originate in the 
Yukon from precipitation and run-off. Further, 
the dams to effect the diversion would, with 
the exception of the pilot project stage 
of 270,000 horsepower, all be in the Yukon 
Territory, The most Significant fact of all, 
however, is that all of the water, if it were 
diverted, would flow through the Yukon for some 


500 miles, falling through a head of some 1,000 
feet. 


‘olarnpfileiem-orvcele <ecto enc Ket . Sinem 


erodtevil ,Tio-ny bris wobinanate erg mort 103 


, eae ey Nia ee 
yt ha ae 
+ Aeuer 

ee bakes ai revs a; 
i, 


A wre : hs 
corona ofadoeseoa a sca 


ay et aria: ‘of saiamdan 


an 


bisow $f, “qrod bexet me os at? en) Festa 


gia vt 
—arttfeme, 10 smecstaitdet an ‘oda os cars 
Bier 


7 
7 


, 


a 
‘ 


4 


ae 


to esarvsorer I[esantm edt # 


so tedilema ea 320 eonseeag ie pal. 


- 


a? focogeb to vYadmmi ¢ e6uasa i. Leow vis try, ¥2 
' r nr 
7% 


"2 


,olmoroos, esmooed of » iaroniotent: woit OTs © 

pbiirow dotdw eeseront scolteloqeq eds Tents, 

+atlame ie mor ftoextbet ! Bris « (to: arth je 

tte notome? Soe exit Lue brse od etsmite BEG 
setedeghe? gatcutoa tena factdl ilemm ages 

2 sedeltdor® edd tebav 

at? to atotaubsed edd mort sawoq sabqole 

a oe 

detiist at beqofeveh ed bivor rewoq edd _fox 

, ; ts 

a Ae 

ait Lo étaq ¢arel. 2 ,TevewoH ,sidmoioav 

vidadoxc ,aowsy edd ml ed Stow mieasd ena TO} 

onal a ,celA .eopate fetit) ond of Thad * 


eft cf.etentagino Sivow Beew tava ent 30 


sit wt ebLvow cotere vib eas Lt Sd oF eam 2 ; 


enate dootoug dolig edt to nottqeoxa ., 


mousy. ort ak ed ifs erowoges rot 0004018 


fie to. tost toeaot ita le JF eqm eat ot708 
aren tk DP ,teter ccd, t9 kis ¢ aid OAs ators 
aoe sot soley add di swords wol isto botneris 


O60,£ emoe to beet 2 dgvottt 2 antl i. ceodta : 
AY 


a yy 


- 209 - Mr. Collins 


In return for permitting this 
water to be diverted for the production of power 
in British Columbia the government of the Yukon, 
and the people of the territory, would expect to 
receive a fair share of the water rentals charged 
for the use of this diverted water, and also to 
be guaranteed the delivery in the Yukon of a 
large block of low-cost power, The Yukon would 
base this claim on the principle of downstream 
benefits, the principle that a state or country 
which allows works to be constructed on its 
rivers which will produce benefits in another 
state or country downstream, merits a share of 
these downstream benefits, This principle is 
widely accepted in Canada and the United States, 
and also in Europe, 

The precise share of the water 
rentals which the Yukon should receive should 
be decided by negotiation. It should, however, 
be substantial. I should add that the water 
rentals would acerue to the federal government 
as long as the resources of the Yukon are 
vested in the crown in the right of Canada, If 
and when these resources are tranferred to the 
Yukon, however, they will accrue to the 
territory. _ In the meantime it is assumed 
that the federal government will regard them 
as revenue derived from the Yukon when 
considering its financial arrangements with 


that territory. 
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The size of the block of power to 
be delivered in the Yukon would also be decided 
by negotiation with the company concerned, 
However, it should be large enough to satisfy 
the needs of the processing industries based on 
a reasonable estimate of the future mineral 
production of the Yukon, It seems likely that 
a substantial proportion of this block of power will 
be needed at a fairly early date,probably during 
stage I of the se gt 2 Power produced 
in stage I of the development will be presumably 
more costly than that produced in stages 2 and 
3, and therefore an arrangement should be made 
for the Yukon to receive all benefits that 
result from the lower costs of production when 
stages 2 and 3 progressively come into operation, 

Under present circumstances it 
appears to us in the Yukon that rather too much 
emphasis is being placed by the Department of 
Mines and Technical Surveys on the surveys and 
other assessments of this Frobisher scheme. 

We would like to see the Department of Mines 

and Technical Surveys also survey the territory 
for small potential hydro development sites 
Which could be used by mines inland off the 
main roads and go on, probably at a much 

earlier stage than the Frobisher scheme would 
apparently envison, We think that despite the 
Frobisher scheme these smaller potentials should 


be surveyed and be on tap to enable capital and 
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other interested factors and people to know 
what they could expect in the way of power 
development, 


Then we say in the brief: 


"There are of course may 
other matters which will have 
an important bearing on the 
economic development of the 
Yukon: some with special 
Significance for particular 
communities, others of general 
Significance but of somewhat 
lesser importance than those 
to which I have just referred. 
This brief has restricted itself 
to matters of major importance 
and long-term significance, but 
the oral representation may 
provide the opportunity for 
enlargement as the commission 
may desire, It is my hope, 
however, that within this brief 
compass I have been able to convey 
something of ok Sere ra 
the Yukon to contribute to the 


future wealth of Canada", 


THE CHAIRMAN: Thank you very much, 
You refer to the programme of roads which you 


Propose. Have you any estimates of the over-all 
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cost of the proposed roads? 

MR. COLLINS: No, sir. That would 
be a very difficult thing to say. It would be 
obviously impossible to answer at the moment and 
would be, I suggest, part of a reasonable long 
term programme, It could be tied in with the 
survey of those hydroelectric sites and so on. 

THE CHAIRMAN: Could you give us 
any idea as to the average cost per mile of road 
construction in the Yukon? I do not mean the 
very high class type of highway that runs from 
Whitehorse to Mayo, but the kind of development 
roads you have in mind? 

MR. COLLINS: An average cost would 
be grossly misleading, as a great many average 
figures are. In many parts of the Yukon the 
materials for road building are inherent in 
the right of way itself, and all you need to do 
is scrape off the overburden, allow the 
permafrost to melt, giving it a year to do SO, 
and the gravel can be obtained right there. 

In other places there is extensive rock formation 
which needs blasting or going around, and in 

some cases there are long gravel hauls and that 
sort of thing, An average cost would be not 

only foolish but it would be impossible to 

say. 

THE CHAIRMAN: I do not want to 
8° over the ground that we covered this morning 


in reference to your tax proposals, except to 
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say this; that in essence I suppose your 
argument is that if it is considered desirable 
to develop the north country, the costs of 

doing so will have to be shared by the country 
as a whole in one way or another: and it is more 
costly to develop a mine in the Yukon or the 
Northwest Territories than it would be to 
develop a similar mine further south, 

It really gets down to a question 
of whether it is good policy to develop the mines 
in the north, as I think Mr, Robertson said 
this morning, before all the area in the south 
has been fully explored and developed. It is 
a question of policy and judgement. 

MR, COLLINS: Well, yes; I think I 
agree with that to a great extent. I have no 
doubt that the southern portion of Canada as yet 
has not been fully developed: there is no question 
about that. While I acknowledge that it may 
seem, and perhaps at the moment would be, 
unwise to in effect subsidize to a reasonable 
extent mining development, to help it over 
this initial hump in the Northwest Territories 
and Yukon and Perhaps in other parts of Canada 
which have about the Same climate and the 
Same difficulties, I think one important thing 
is that at the moment both the Northwest 
Territories and the Yukon are almost vacuums 
as far ag population is concerned, 


Therefore I do not think you can 
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exactly judge such a suggestion on its purely 
economic aspects, because I think it is 
necessary for more population to be in these 
areas for many reasons, stragetic, tactical, 
economic and so on; and they will not go in 
there unless something is done for them, 

Also there is one other very 
Serious thing at the moment. JI cannot speak 
so much for the Northwest Territories, but 
people go up there not with the idea of staying 
there, but with the idea of putting up with 
adverse living conditions, poor housing and 
so on, in order to get enough money to get out 
of the place again quickly. To my-mind that 
is not the type of person or condition that will 
in any way help develop on a permanent basis 
these territories, Therefore they need 
assistance toward eliminating some of these 
factors. 

MR. LUSSIER: You already have 
a good trunk road from Mayo or ores ty to 
Whitehorse, Who built that road? Was it 
the Northwest Territories or the federal 
government? 

MR. COLLINS: It is a resource 
road, Mr. Lussier, built by the federal 
Government at a cost of $ million and a half, 
approximately, and it is maintained jointly 


by the federal and territorial governments on 


a fifty-fifty basis, 
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MR. LUSSIER: So would you suggest 
that the same system should be adopted for the 
construction of the other roads? 

MR. COLLINSs I would say yes. I 
would say so for the Stewart River - Dawson City 
road, certainly as far as Dawson, You know 
the road that goes off from Stewart river, 
where we took all the pictures. I think that 
is another case of a resource road. Up to the 
moment the federal government has been 
contributing 60 per cent of the cost of that 
road, 

A moment ago, Mr. Chairman, you 
asked me for some figures on the cost of 
construction, That road, which is about 110 
miles in length, of which about 90 miles were 
new construction, including one bridge which 
cost about $20,000, was constructed for 


$800, 000. 


é MR. LUSSIER: And about the 
Frobisher development, I know you suggest that 
this project should be developed much further 
south, I thought we might have that 
projected development at Skagway. 

MR. COLLINS: I am not an expert 
on such matters, but I understand that you 
will be hearing from experts later On. 

MR. GRAUER: Just as a point of 
information, you are suggesting that a block 


Of power be made available to the Yukon. I 
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do not know whether it has been decided yet where 
the generators would be located, but one early 
Suggestion was near the mouth of the Taku river, 
Is the transmission relatively easy back to the 
Yukon? I suppose it would depend on what 

kind of power you would have in mind. 

MR. COLLINS: Yes, and when you 
could release it, because it would have to 
be reserved in perpetuity to be made available 
to us; not rented out or leased or disposed of. 

MR. GRAUER: You probably could 
not use it for some time? 

MR. COLLINS: That is right, and 
that is why I Suggest that these surveys for 
Smaller power sites, which can be used at any 
time, be carried out, For instance, the 
Northwest Territories Power Commission is now 
in there endeavouring to select a site for the 
hydroelectric requirements of Whitehorse and 
vicinity, because the peak now takes all the 
existing facilities, 

MR. STEWART: Could you tell me 
what are the prospects of mineral development 
in Alaska, what developments are occuring 
the re? ts it similar to the Yukon? 

MR. COLLINS: No, Br ee eiaipt: 

2% is not, There is hardly any mineral 
development in Alaska, The principal minerals 
presently being utilized there are coal and 


Placer gold, The people of the Yukon, of course, 


ee ea 


sad sae bebtoeb par at 


,eemo0o nowy ett to elgoed ort, 


a ~ 


a a ae 
{iise. eno tod bet pag tod, bi! bin 


evix wlef eid %r edgsonn. edt. ‘aspihaintsh c ide 
ond ot doad gees awte ip fees conceal phd 


ted ao baeqed b tao Pea onoquia T 


wert ot evad, “B Oven MOY oN 


yor aerlw bos .2eY EHD RI00 sae ge ae 
iN 
f 


of evaed bivow 34 eetiaoed .t2 sasslent & aa 
| a 
eldalters sbam ed .o¢ yolsveqred + ii berresen s 


4 oe 


tS boeode th sto beeaat xO tore bastmes tock. tan om 


" P : oi — . = : Fa” @ 
bruce. yfidedota voY  :aHUARS) iM ea Ee 
C 4 en 
y : Wa 
Ssntt sinor mot dt eam: tom 
" 
bus .tigte ek tex? <BR DIO . aM 


vot eyaveve seeds tad toopgve, D ll ul as 


" a 
beeu ed nao coinw ,8e¢ite Teno" eotfat 


Vrs co 8 
od ce * ». 
f. ‘ 4 b « K? 4 om, KA R *, 
aid. 6 ont sernk so" ,ivo betwee SC , One 
: ye te! - 
won et sofeniraao) t96Wwo ae frog frte3 tes 
J " . mai, 


att sot etie a voofea oF F gakwovsebsia, ot edt | 
bre eeronot iy lo etree whip 
ei? Ife estat wor veeq onc eepnoed. a Ly 
> fan 
,aertettiiost oc. 


> frrot “ePOT AWE mee aM. 


semcoreveb 1a" 
anixywooo ets etmamcoleveb tach ~avesiat 
S - 
nomuyY edd of sxelimic gr el 
wepeuat a7 OU se TAI09 » iM 4 


‘exonioa yite yibred 61 e1eiT ton ef 
ataslaA nt seromqoL 


eistocim [aq tentang ont e 


bas. [eon ets erestt hostitds gated cides 


aa 


- 2057 - Mr. Collins 


think some of this later development is due to 
their peculiar mining laws in the territory of 
Alaska, which are very stringent, 

I do not know, but obviously and 
geographically it would appear as though, since 
we know there is this enormous mineral potential 
in the Yukon, it should reasonably extend into 
Alaska. Apparently one of the reasons it does 
not is that at the moment it is the military 
importance of Alaska that is the governing 
factor, and the economy of the Alaskan territory 
is very good just now because of the very large 
numbers of soldiers, sailors, airmen and their 
civilian complements who have been sent there, 

THE CHAIRMAN: Well, thank you 
very muche You were kind enough to refer to 
the trip which some of the members of the 
commission made to the Yukon and the Mackenzie 
district this summer, It was a great experience 
Por us. Fortunately Major Lafrance was able to 
take some photographs, and I believe he is going 
to send copies to you and Mr. White, go they 
Will remind us of our trip and of the scenery 
there for many years, 

We are most grateful to you. We 
Will mark this brief as Exhibit 52, 

MR. COLLINS: If I may say one 
more word to express the hope that the report 
of the commission in respect of the Yukon 


territory will be SO favourable to the said 
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, THE CHAIRMAN: That is a very 


* 


good note on which to end. We will have to 
keep that in mind about other parts of Canada, 
— too. 
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THE CHAIRMAN: Now, Mr. White, 
would you like to come on next, and then we 
will hear from the Whitehorse Board of Trade, 

I think we should just state for the record, 
Mr. White, that you are the managing director 
or general manager of the United Keno mine, 
and also that you have had a long and wide 
experience in the northwest and that therefore 
on this occasion you are speaking both on 
behalf of the Yukon and the Mackenzie Glee CL, 

MR. WHITE: Yes. Mr. Chairman 
and gentlemen, actually this brief ig being 
presented more as an individual than as 
representing any particular views of either 
territory. 

I have taken a somewhat different 
attitude regarding the north to any briefs that 
have been presented to date, and with your 
permission I would like to outline the section 
which I have considered in this brief. 

I consider that the north of 
Canada falls into an economic region which 
does not follow provincial or territorial 
boundaries, This region starts in the vicinity 
of Stewart, British Columbia, and comes across 
Canada through Red lake, Ontario, to the 50th 
Parallel, and thence progresses to the Gulf 
of St. Lawrence, 

The reason I have chosen that 


area is this, It consists in the main of the 
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great shield, the pre-Cambrian shield, the 
central plain of the Cordillera area. The 

area I have chosen is parallel or almost 
parallel to the barren lands. The country 

is distinguished by long, cold winters and 

by relatively short summers. There is therefore 
a lack of agriculture, Be SE Ne is 
difficult; the distances are very great, and 
therefore costs are very high. I feel that 

this unit through here must be considered as 

an economic region in any of your considerations; 
and if I am only successful in imparting that 

to this commission I will feel very grateful. 

I think regardless of the 
provincial boundaries the treatment of the 
people who live in the northern parts of these 
provinces should be the same as that of the 
people who live in the territories, There are 
places in northern Ontario, Manitoba and any 
province you wish to name that are just as 
remote, just as difficult to operate in, as 
any place in the Yukon, and perhaps even worse, 
Therefore I would like to make that point. 

In this territory under 
consideration the chief resources are mining 
and minerals, including oil and gas, which 
will probably be found in increasing quantities 
in the future, In the area I have outlined 
there are li) major mining areas either in 


production or very close to pw oduction, They 
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are contributing many millions of dollars to 
the economy of Canada, and I feel that this 
industry should be nurtured in the future. 

The water resources have been 
covered and will be covered further, certainly 
by more competent ‘people than myself. However, 
they are very great and more than ample for 
any mining expansion which may occur, ever tin 
the event of the construction of a smelter, 

The other resources, which are timber, fur, 
fishing and farming, at the moment are not 
economically important: and it is fairly doubtful 
whether in the area I outiined, except in 
northern Alberta and Saskatchewan, farming will 
become a significant industry. 

One point I would like to make is 
the contribution and the comparison of mining 
in northern Canada with that in the provinces, 
Canada has benefited greatly in the past by the 
establishment of this very large mining 
industry in northern Canada. Employment has 
been high in these industries, and much 
purchasing power has been created which has 
contributed very substantially to the prosperity 
of our country. However, this industry in 
the north must pay higher wages, larger 
transportation costs, higher power rates and 
larger social service costs than operators 
in the provinces, Thus it is evident that 


& preferential treatment is given to Operations 


ot payer es to emonttts 


eldt tat Cont I bas’ ny to , = 


or satey efit of bert. sik Siuoda ee 
food avad seoTvOLST Tedew ett ae a 
Seataedvas erect bere woo. wg ffitw bos'be ae ” 
-ovovol » <tieeym med? slacod "taedeqmcs exon 
yot elqme nett stom biciah teen yrev eta! vee 

et neve ,tw900 Yam dio Kw mo feeds stat 


sret fone ee. To ao ES Gameday oaks to trove efAd 
U 


ae 


~rst , redmit ors Mba” neorsoeet srodtto | sh. 


i px: 


* n a Cc ge 
tom ets taemom edd ge .RotarTAL OMS ge ket 


) v+irtet st ¢i bas poasdxogml ¢ifeoimo 


ad ? fd cob 1“ L ae P Me I = i :, = 
or: Pe £ hen + o oe 
+t ¢qeoxe ,berkiivo I sets ont at rant edd 


nawerotadtep? bas sttedlA mredt ror 


surtenbat dapottingie s encoat 


7 Tne 


[ftw gerforrst . 


ot wlam oF etl biaow I tatoq end 


afitmkm “to crore faaqmoo. end bas st m0 E90 ud bet se,: 
4 ; 
sesutvorg edt ot tanh agin sahaat rsesta08 om 


t ats elie ee is Pa — 
ontcim eptel YIov etd} to $s 


aed toemyolqral eparns® ox edt at yids en 


or 


foun Bos ,seintenbat esens mi ogia 


AD 
© bee > 


ped colow Bev se1o hens een sound gates 
urev pos wind 


Ay 


tyaqeaone et of yitaitassedue 
.ersitroo idee 


Pe * 
) 


mt ed extort efdt ,tevewoH 


tentel degew secain yeq sein Haron 


bas eedat ‘rewod qatie tri’ .67200 fro fi sd 1oqene 


+ e¢eo00 eotvrea Letoor 


exotsrego sas 


jett dnebive at st esit seoonlvorg L td: 


vith 
atotterege od mevig ef dremtn ote ig liners te 
1 oan 
a . 
» wy ~ 
< rie = 
se! ie 7 Ta 


- 2062 - Mr. White 


in the southern part of Canada and much less 
consideration is given to those operating in 
the north, The result is that only large, 
high grade ore bodies can be mined at a profit 
at the present time. This limitation of 
profitable ore bodies in northern Canada is 

a most unhealthy situation and every effort 
Should be made to remedy it. This commission 
probably has the chance to correct that 
situation in the future, 

I have several recommendations 
which I shall cover briefly. The first has to 
do with transportation, I feel that feeder 
lines must be built to the trans-continental 
railways in Canada over a period of time, 
feeding down from the north to our trans- 
continental railways as the situations arise, 

At the present time I would 
like to support very strongly the construction 
by the dominion government of a line to Pine 
Point. I feel that it is bound to come, and 
I believe the increase in mining in the 
Northwest Territories will be very significant 
if that is done, 

One point came up this morning 
in which I was interested, You asked if that 
would increase prospecting in the Northwest 
Territories. I feel that if a mining company 
has a base that is on a railway to operate 


from, it just expands that much further, They 
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have a certain amount of money to spend, and it 
is not all spent flying in from Edmonton. 

The other thing is that I feel 
a systematic construction of roads should be 
undertaken prior to production. That last 
remark is most important. It should be done 
in a systematic fashion so that the road is 
built, the prospector goes in, rather than 
waiting for the prospectors to go in by very 
difficult means of transportation; and when he 
finds amine, then building a road to it, It 
should be done as a very systematic advance 
north, and I feel that these roads are certainly 
deserving of every support of your commission. 

One other point in connection 
with transportation that I would like to 
mention, and it was brought up this morning, 
is this. I do not feel that any crown 
corporation has a right to make a tremendously 
large profit at the expense of people who are 
struggling to open up a new country. That is 
one small remark I would like to interject. 

With regard to communications, 
which are difficult, mail and radio services 
in the north are poor, Neither the postal 
department nor the C.BeC. has ever had a 
person living in the whole area of the north, 
They live in Vancouver, Toronto, Edmonton or 
any other place but the north, They have made 


certain studies in the past. They come in one 
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day and look around and they are gone the next, 
and I do not believe that is good enough. I 
think the north can justly ask that improved 
communications be inaugurated at once, We 
pay as much income tax as the people who live 
in Edmonton; some of that goes to the C.B.C., 
and we get nothing out of it. You can hear 


Moscow once in a while,but you certainly cannot 


es 


hear E@monton,. 7 * 

With regard to taxation, I am taking 
the chance that I am repeating something said 
before, but I believe the area which I have 
outlined should be considered an economic unit 
for tax exemptions. That should cut across 
the northern part of the provinces and should 
not be limited only to the Northwest Territories 
and the Yukon. I am talking against myself 
a little. bit there, but I believe this is a 
much sounder principle than to say, "When you 
get up to the Northwest Territories we will 
give you a tax exemption." 

THE CHAIRMAN: TI must Say that I 
made a note as soon as you made the suggestion, 
that it seemed to me an excellent point; that 
all the northern areas should be consi dered 
together, including the northern parts of 
Quebec and the other provinces as well as the 
territories, It seems to me that is a sound 


approach, 


MR. WHITE: Regarding personal 
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income tax, which was brought up today, I do 
not believe that personal income tax should 

be lower in the territories. Here again I am 
talking against myself, but I do believe that 
a great proportion of that income tax should 
be returned to the territorial governments, or 
to the provincial governments in the northern 
part, so they can develop their schools and 
hospitals and so they will not have to go running 
to the dominion comentinoniae ten feel that is a 
much sounder approach than to try toyput 4 
line there beyond which everybody gets lower 
income tax. I have never been in favour of 
there being any line, because it would cause 
too much dissention. 

There is one other point regarding 
taxes. I feel that dominion government property 
in remote and small communities Should pay their 
fair share of taxes, which they have not been 
doing in the past, particularly the Department 
of National Defence, where they have children 
attending school and they have not been paying 
their full share of the cost of education, 

That is a dominion government matter, That is 
Something in which all Canada is involved, and 
I think they should be required to do this, 

I have just one further remark, 
Mr. Chairman; the most important one I have kept 
until the last, It is my firm conviction that 
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I outlined -- an advisory committee should be 
appointed, a permanent advisory committee. It 
should represent the provincies which extend to 
the north, the Northwest Territories and the 
Yukon. 

I do not believe the members of 
such a committee should be all civil servants, 
nor do I think civil servants should predominate, 
While they should be on the committee, I do 
not believe they shovld predominate, They 
Should be free to investigate and report to 
either the provincial governments concerned 
or to the dominion government, if it is solely 
its concern in connection with any problem, 
This I feel will be the only way a long term 
plan can be successfully commenced to develop 
that whole large part of Canada, 

I say that in all sincerity, 
although I know some of my government friends 
do not consider that a good suggestion; and 
they have their argument too, 

THE CHAIRMAN: Well, we are 
extremely grateful to you, Mr. White. You 
have taken the trouble not only to come here 
and give us the benefit of your views; you 
have quite obviously done a lot of thinking 
about it on the basis of your long experience 
in the north, and I know we are all extremely 


grateful to YOU. 


MR. GUSHUE: I have just one 


20. erodmam, edd evelfed-toa ob I ee 

wetaavrse Itvto {ha 06 biwodn oasstmnoe a 
ey \gaincborg btwerle indiaved es kivze aula aiel 
7 es ci oott hones. on nf bode ea 
‘ “Yea? — -otamtnoboug Biuade ‘vodt evel ac 
ot txoget bus etagitnevnt od sett | 
bentesaos et memrtevoy’ Lntontrotq akin 


"7 


i cy 


vlelor af di tt .tremmrevog cokaimob edt '« 
smeldorgq yas dtiw to td aenado pak nze0n09 & 
mired gaol s yaw ylno srit ed ‘ftw [eet Tt fk 

| goLlereb o3 beomentros yilseteseoore od 89 a 
: | iy a a ‘yo dreq ere Aer ty 
| vytiveonte £18 abitads ye I : 
abnoitt J aesurLe VOR Yr to atice woot I dgvsodt 
Das ature boos 8 tald tebientoo son 
| ood ‘danny’ s the cit ved” 

org éw ,Lfew :WAMATAHO SBT a 
a. goY¥ sod isiw »qM woe ot Ivtetets lame Ix 
ered emoo of Yad dom éfduordt ‘edd need evi | 


soy pawelv qwoy ‘lo tiered edt ex evtg er 


‘ng acme 


< gatanidd ‘to yor s nob elesotvdd edtup eva 
| j ebretisqxe grol tay To! elesd adt mo tf trot 
yiemertxe [is om Ow wor! I Sas .idron eds 
| oy of LWe 
eno gust ovad T auaevD «AM 

rH 


- 2067 - Mr. Gushue 


question. The advisory committee which you 
suggest -- and it is a rather interesting 
suggestion == would touch upon areas within the 
jurisdiction of the provinces as well as of 

the Northwest Territories and the Yukon? 

MR. WHITE: Yes, that was my 
idea; that the provincial governments have 
representatives on that committee, 

MR. GUSHUE: You would want some 
provincial collaboration? 

MR. WHITE: By all means, because 
they control the resources, 

THE CHAIRMAN: I would like to 
ask just one question, or a series of questions, 
We are charged with the job of trying to 
indicate the direction in which the e conomy 
is likely to go over a very extended future 
period, with not too much emphasis on the 
immediate problems, that are very large and 
important, unless those problems will tend to 
impede progress along certain lines, 

In doing that we are trying, among 
Other things, to make some assessment of the 
probable progress of individual industries, and 
Over the course of the next several months 
the studies that are now in progress will be 
moving along and we will be getting a great 
deal more information, 

At this moment I do not want to 


talk about the future of the mining industry, 
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about which we will hear a lot over the next 
two or three months. I would like to get your 
view about the probable development of air 
transport, both passenger and freight, in the 
north country over the next 5, 10 to 25 years. 
Do you think the rate of expansion will be as 
great as it has been, for instance, over the 
last 5 or 10 years? What do you expect as 
far as the air is concerned? 

MR. WHITE: While alternate means 
of transportation will undoubtedly come in, say 
this Pine Point railroad which is proposed, all 
that it does is push the frontier back, and 
my experience has been that air freight, even 
in the case of an individual property, always 
Boes up. You never seem to come to the point 
where you say, “Well, now, we have everything ins 
we can stop." It is always increasing. 

I’ think that just means that we 
are progressing a little bit. We are now 
bringing in fresh vegetables and fruits and so 
on, which 10 years ago they hardly did at all, 
and I believe it will always increase, 

As far as transporting heavy 
commodities like a concentrate, you cannot use 

_ air transport, Nobody has been aable to do 
that yet. 

i THE CHAIRMAN ¢ Well, thank you 
_ very much, We will hope to see you in 


Toronto later ONo 
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THE CHATRMAN: The next submission 
is the brief of the. board of trade of the city 
of Whitehorse, to be presented by Mr. Hine, 
which we will mark as Exhibit 5h. 

MR. HINE: I understand that the 
royal commission would like me to confine my 
remarks to about 15 minutes, A good many of 
the matters contained in the brief of the Whitehorse 
board of trade have already been covered$ 
therefore I will just touch the highlights. 

THE CHAIRMAN: We do not want to 
restrict you, Mr. Hine, but if points have 
been covered perhaps you might cover them 
quickly rather than go into them in detail. 

MR. HINE: Very well. As the 
preface to the brief indicates, although this 
brief is presented on behalf of the Whit ehorse 
board of trade, it does not confine itself to 
the city of Whitehorse. The outlook is broader, 
and embodies the whole of the Yukon Territory. 

One of the main problems -- and 
that is the theme of this brief «- is: that 
the economic prospects of the Yukon territory 


are restricted as a result of the high cost 


sa * 


of living in the territory. It is felt that 
if it were possible to reduce that high cost 
of living, not only would the population in 


the territory increase but aiso the economic 


ba ™ Fe Sa — 


development .would be encouraged. The theme 


of this brief, therefore, is how can the cost 
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of living be properly reduced. 

I would deal very briefly with 
the amenities, because I received word the day 
before I left Whitehorse that the federal 
government has taken steps to remedy the 
housing problem in the Yukon territory by 
making certain amendments to the National 
Housing Act, and they have advised us that 
this will be proceeded with immediately. 

An additional recommendation in 
connection with the amenities has to do with 
radio facilities, As has been said previously, 
at is.very difficult to get people to go to 
the Yukon territory and stay there. The 
population is very transient, and one of the 
main reasons for that is that they have not 
had adequate housing, and they do not have 
the amenities to which they have been 
accustomed on the outside, if I may use that 
term. 

The Canadian Broadcasting 
Corporation is a federal unit set up to 
advance culture and art and entertainment in 
Canada. They are competing on the outside 
with commercial radio stations, and I think 
that is not properly their entire function. 
They should be developing the areas of this 
country that are underdeveloped. 

At the present time in the Yukon 


territory we have two radio stations, both of 
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which have a very small radius. The radio 
station in Whitehorse is operated by the 
Department of National Defence and has a scope 
of about 10 miles, The radio station in 
Dawson is purely a voluntary effcrt, and the 
scope of that station is about 5 miles, if 
that. 

Certain investigations have been 
conducted in the past to determine what can 
be done to better the radio facilities, and 
they are Listed in this brief, 

Those recommendations appear at 
page 10. The first is that the power of the 
established radio stations be increased, That 
recommendation is made, as the brief says, 
haphazardly, because both radio stations are 
operated on a purely voluntary basis, and you 
cannot expect them to be of proper quality. 
The second one is that shortwave broadcasts 
be beamed to the Yukon territory from the 
outside, That was attempted a year or so ago 
and was found to be unsatisfactory, although 
it is better than nothing. The organization 
of a commercial radio station is not feasible, 
because there is not sufficient population 
in the territory to support one, 

The only alternative left is to 
have the Canadian Broadcasting Corporation take 
Steps to install a proper radio station in the 


territory, which wili service the entire 
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territory. 

Going through this brief quickly, 
it might be surprising to find a reference to 
agriculture in a brief of this nature, in 
reference to the Yukon territory, because the 
city of Whitehorse is in a latitude comparable 
to the cities of Europe which are cited here, 
Helsinki and Oslo, Yet 100 miles from the city 
of Whitehorse in a northwesterly direction the 
Canadian Department of Agriculture has 
established an experimental farm. On that farm 
they have Successfully raised cereals, grains, 
and many types of horticulture, beef cattle, 
milk cattle and poultry. 

THE CHAIRMAN: Where is that 
farm? 

MR. HINE: It is at mile 1016 
and 1018 on the Alaska highway, just past 
Haines Junction, It has been estimated 
that gaia ete ie acres of arable land 
in the Yukon territory, and it is a know fact 
that during the gold rush to the Yukon the territory 
was almost self-sustaining fromt heir own growth 
of vegetables in the immediate vicinity of the 
City of Dawson; and at that time the population 
of the territory exceeded 30,000. At.the 
present time the population is much less than 
that, less than half, but we are unable to 
support ourselves in the field of agriculture, 


2t is recommended that the federal government 
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take steps to institute a proper survey of the 
entire territory to determine whether or not 
the territory can be self-sustaining in that 
field. 

The next portion of the brief 
deals with forestry. The forests of the 
territory are primarily coniferous and broad- 
leaved trees; and it is estimated that south 
of the 6th’ latitude, in an area of 100 
thousand square miles, 15 per cent of the 
region contains commercial timber, It is also 
estimated that the forests of the territory 
could sustain an annual cut of from 50 
million to 100 million board feet, At the 
present time the cut is in the vicinity of 
less than 10 per cent of that amount. All the 
lumber manufactured in the Yukon territory 
finds a ready market, It is either sold in 
Fairbanks, Alaska, or in the populated centres 
of the territory; and even at that, at the 
present time the maximum capacity in regard 
to manufacturing lumber only fills 60 per cent 
of the amount required. .As.I wiil develop 
later on, the reason for most of the lack of 
development is the high cost, 

Here is another example, It 
costs so much for a mill operator to establish 
his field of operations, to get his sawmill 
out to the site, and then to be faced with the 


problem of cutting a road in at his own expense 
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to the forested area, that it becomes prohibit- 
ive. If he does get in and gets the lumber 
out, the cost to the consumer is prohibitive. 
So one way or another the forests are not being 
developed, 

An example has been given in the 
brief, It is dangerous to use isolated 
examples, but this is a very good example. A 
lumber operator, operating in the north,was 
required to spend approximately $15,000 
out of his annual revenue to develop a road, 
which is now being used by mine operators and 
the forestry department of the federal 
government for fire prevention. This man had 
perforce to add the cost of that road to the 
cost of the lumber to the consumer, Again 
our costs have gone upe 

The hydroelectric potential in 
the Yukon territory has been referred to, but 
I shall refer to it briefly, because actually 
no one does know very much about ite The point 
I would like to bring out is that two groups 
in particular are known to have been travelling 
through the Yukon territory and northern 
British Columbia, making extensive surveys 
and intending to use one of the natural resources 
of the Yukon district, which will benefit the 
territory, I am not criticizing that phase 
of it, but the people in the territory feel 


that they should be appraised of all these 


i 


| Ree ae 


aah wen: ore eteert tt aasionn 20 
iG peiduen os) nol" 


edd piiankssdeaniaiaadannal oa 
He  petaLont beret meeuneinitir: oc. 
» A selgmexe booy yvev @ et efat awd” <i 
baw dro ert af antverego abate 
900, BI ylotamixongge’ broqe od 
.beor s goleveb o¢ exsteves Lathes eld ® 
bos etoteTege: ‘cata yt beaw gated wo ® 
istebet edt to thHendraqed’ rete 

bed neat eldT no tinevretq exit sot % 
sta tate inner toeeiaal 
shag .tomgetoo eit of rede f eff to. 

\ ¢@r eos ovad eteoe a 


~~) ee 


cit Lattnetog olrde oLeobyt ear feet a “hh Mf 
dud ot berretes need earl yrovitted Hostel 
yifeutos sausced aylteted t) of teeter ree da: 
tatog eff “sf Jvods cloxres rev wordt gsob eno. 


(> a 
a 


equot, owd tact et tuo gated of exir bise "4 


gaiffeveat need eva ot mwornf ets ralyotdng & 
reridrom bia yTodiaret moweY ond (anor 

eyevue eviemetxe gaivam atdmulod de tt = 
—eeontouet fates edt Yo eno’ eeu of anthretat 4 
odd titened [ftw dotdw .tolnteth ada ‘a 
ssadg dadt gatstettizo’ gon ms I oyrotie 

Leet yrodtrre? edt at efqoot, ont Jud te ; 


seent {Ia to beetengts ed bi{uofs ved 3 


- 5 7 iq a 


Mn sume. ba a 


- 2075 - Mr. Hsne 


developments so they can make plans for their 
Own economic development in the future. If 
cheap power is to come to the city of Whitehorse, 
as an example, then the businessmen there should 
make plans to develop their own businesses, 
keeping in mind the lower cost of power, We 
feel that we should be entitled to receive 

this information, inasmuch as it is our 

natural resource that is being developed, 

The transportation portion of 
this brief, as far as the board of trade of the 
city of Whitehorse is coneerned, is the most 
important portion. There are four main phases 
of transportation in the Yukon territory, which 
differs from the Northwest Territories: those 
are the coastal steamer, the railway, the 
highway, and the airplane. 

Dealing with the coastal shipping, 
there are four main vessels that travel from 
Vancouver to Skagway, Alaska, which connect 
there with the White Pass and Yukon Corporation 
Railway. A new vessel was recently constructed 
by the White Pass and Yukon Route, mown as 
the motor vessel Clifford Je Rogers, which is 
a step in the right direction as far as we 
are concerned, in that it may reduce the cost 
of freight to Whitehorse, 

. The railroad covers a distance of 
110.7 miles, These figures I am about to give 


you are quite important, The mileage across the 
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Alaskan territory is dhe. Across the territory 
belonging to British Columbia it is 32.2, and 
across the Yukon territory it is 58.1. The 
average cost of freight hauled, as my figures 
indicate, from Whitehorse on outgoing freight 
to Skagway is $6.50 per ton to $10 per ton, and 
the incoming freight from Vancouver, by vessel 
and rail is $1.0 per ton, 

Now dealing with bridges, there 
are three main rivers, which I believe some 
members of this commission crossed when they 
travelled up to Mayo and Dawson, travelling 
from Whitehorse on the Whitehorse-Mayo highway, 
The rivers are the Pelly, the Stewart and the 
Yukon. There is also one other, known as the 
Pakini river, on which a bridge is being 
constructed at the present time, so no 
reference is being made to that, 

In order to properly develop the 
mining area north of Mayo, it is submitted that 
bridges should be constructed across each of 
these three rivers, No estimate of costs is 
available, but the department will have these 
figures made available to them if they are 
interested in making a survey. 

The need for these bridges 
arises in this waye In the first place, 

United Keno Hill Mines Limited, which is 
established some 30 miles north of Mayo, at 


the present time is required to delay its 
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operations during the freeze-up and break-up 
of these rivers. It is an interruption in 
the economic progress of the territory, and 
is probably not warranted, 

THE CHAIRMAN: It does not 
interrupt the production at the mine? 

MR. HINE: No, because they can 
stockpile. The Mayo-Dawson-Whitehorse highway 
is one of the main communication links in the 
Yukon territory, and if for no other reason 
than to speed up communication between those 
centres, bridges should be constructed across 
those rivers. Then if the field of agriculture 
is going to be developed, and the trend 
indicates that the Dawson area is the most 
feasible, then the truck gardening would be 
established in the Dawson-Mayo area and they 
would be required to haul their commerce to 
market in Whitehorse and would have to cross 
these rivers, 

The next point in the brief is 
the highway route to Seaboard, This proposal, 
as far as the board of trade of the eity of 
Whitehorse is concerned, is the main feature 
of the brief, in that if a road were established 
from the city of Whitehorse to Seaboard, many 
of the present high costs would be reduced. 

At the present time there is a railway 
connecting the city of Whitehorse with the 


Seaboard, but it is felt that as the economy of 
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this country is based upon competition and free 
enterprise, the railway company would not suffer 
drastically if a road were constructed from 
Whitehorse to Skagway to seaboard, to compete 
with the railroad haul. 

The figures I gave a few moments 
ago indicate that the length of the road would 
be from 110 to 120 miles, 2h. miles of which would 
be in the territory of Alaska. A meeting was 
held in 1951 of representatives of the territory 
of Alaska, the province of British Columbia and 
the federal government, and as a result of that 
meeting the territory of Alaska agreed to pay 
for its share of that highway, both in 
construction and maintenance, 

At the present time a good portion 
of that road is already constructed. Some 113 
miles of the road, out of the total length of 
120 miles, is already in existence, and is 
across country where maintenance costs would be 
very low. The altitude of the proposed highway 
would be approximately 2,500 feet; and the 
route which this road would take hag an 
alternative, It could go through the White 
pass, which is now utilized by the White Pass: 
Railway, or sp lies the Worm pass FOULS» which 


2 


would probably be a better route and 4s already 
Surveyed, ‘i 


There is a great deal of material 


: available on this proposed road, and there would 
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be no need to go through all the detail again, 
because if the federal government is interested 
it can have the material at its disposal. 

The reasons for asking this 
commission to consider the economic prospects 
of which the Yukon territory would become 
the recipient if this road were established 
are that the cost of living in the territory 
would be affected very greatly in several 
respects, Not only would the cost of living 
be reduced, but we would have a form of 
independence in the city of Whitehorse and 
the northern portion of the territory, which we 
do not have at the present time. 

On September 8 of this year a 
strike occurred in Skagway, Alaska, which 
continued until October el, during which time 
no freight was hauled into the city over that 
route, The economy of the city of Whitehorse 
was almost crippled, but more so the economy 
of Dawson and Mayo. 

At that time a proposal was made 
to the federal government to open up and 
maintain a road from the city of Whitehorse 
to Haines, Alaska, a distance of 259 miles, 
Which proposal was accepted, and that road 
was maintained until the strike terminated, 
Freight was hauled by truck from the seaboard 
at Haines to the city of Whitehorse, and it 


was found that even in that short period 
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the cost of hauling goods in from seaboard was 
less than by the other means, 

Another advantage is that the 
road has a comparatively low cost of construction. 
The figure contained in the brief, as far as 
I can determine today, is not accurate. I was 
in telephone communication with Whitehorse, and 
determined that the cost of building that 
highway would be $4,500,000, at an average 
cost of $40,000 per mile and a maintenance cost 
of $1,200 per mile, 

We have heard here today a good 
many references to a reduction inthe income 
tax and other taxes in the territory. The board 
of trade of the city of Whitehorse feels it is 
unlikely that the northerm portion of Canada 
will obtain this reduction in the immediate 
future, but at the same time the people in the 
territory continue to contribute a large per 
Capita sum to the federal government. It is 
felt that if the government is sympathetic 
to the proposal that the people of the north 
should not be charged so much, but that there 
is no method which is suitable to reduce the 
charge, then the way in which they can get 
around that is to invest more money in the 
territory, 

Moreover, if the economic 
prospects of Canada as a whole are considered, 


then the final remaining frontier of the natural 
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resources is in the territories, and in order to 


get the benefit of those resources they must risk 


some capital in these areas, It is submitted 
that one of the ways in which this can be done 
is in the construction of a road from the city 
of Whitehorse to seaboard, The economy of the 
Yukon would be stirred up as a result of this 
road. The high freight rates to which we are 
now subject would be reduced, The mines north 
of the city could haul their ore from mine 
site to seaboard without interruption and 
without handiing, except depositing in the 
truck and unloading on the dock, 

The American Legion and the 
Veterans of Foreign Wars in the territory of 
Alaska have submitted briefs to the Department 
of National Defence indicating that a road of 
this nature is required for the better defence 
of northern Canada, Those briefs should also 
be on file. The other advantage is the shared 
cost of construction among the territory of 
Alaska, the province of British Columbia and 
the Yukon territory or the federal government, 

The mining potential of the Yukon 
territory I think has been very adequately 
Covered. Once again the problem that arises 
immediately in considering mining is the 
lack of roads, A map has been annexed to the 
brief, which is self-explanatory, Wherever 


you see that there is a road, you also see a 
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mine. Where there are no roads there are no 
mineSe At the present time every one of the 
known operating mines or the known potential 
mines is within 35 miles of a presently 
constructed highway or road, 

It is submitted that the 
federal government should take steps to provide 
access roads from these main arteries to 
enable prospectors to more conveniently get 
into the mineralized zones, which areas are 
known by the federal government geologists. 
Combining this submission with the previous 
section on forestry, if the forestry department 
joined forces with the geological department, 
they could determine where the forested areas 
and the mineral areas overlapped, at which point 
a road could be constructed into that area 
which would serve a dual purpose, 

Air transportation is another 
phase of the transportation question in the 
Yukon territory, but it requires very little 
coverage in a brief of this nature, except to 
point out that the air lines are now considering 
that they can haul ore from the mine site to 
Seaboard by air. Whether or not this is 
feasible will be shown as time goes on, but one 
thing it does prove is that the cheapest way .to get 
the ore from the mine to the market is a a 
by way of the seaboard, Even the aircraft 


fly from the mine site to seaboard, 
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I have nothing further to add, 
because the commission will undoubtedly read the 
parler, 

THE CHAIRMAN: We have read the 
brief, and I think it is a very good one. 

MR. HINE: Thank you very much. 

It was a bit late getting in. [ am sorry; I 
apologize for that, 

THE CHAIRMAN: Thank you very much, 


Mr. Hine; we are most grateful to yOu. 
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-~-After recess, 


THE CHAIRMAN: Mr, Marler, would 
you like to present your brief? For the 
benefit of the reporter, Mr. Roy Marler will 
present a brief on behalf of the Alberta 
Federation of Agriculture, which we will mark 
as Exhibit 55, 

MR. MARLER: Mr. Chairman and 
fellow commissioners, I want to express our very 
sincere appreciation at being here at this 
meeting, because of the importance of your 
commission to the general economy of Canada, and 
particularly to agriculture, 

At the outset I would like to say 
for the benefit of the commissioners who do not 
reside in Alberta ~- I am sure Dr. Stewart knows 


all this -- that the Alberta Federation of 


Agriculture is an organization of farm organizations, 


It represents some 54 producer-controlled 
agricultural organizations, and about three-fifths 
of those 5 organizations are producer 
co-operative organizations, while the other 
Beo-rirths are primary producer organizations, 
Such as the farmers! union, the agricultural 
Societies, the livestock breeder associations, 
the sugar beet producers, and so on, 

It has been indicated to me that 
I might elaborate and comment on some of the 
more important features of our brief. In 


particular there are one or two items which were 
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left out of our brief, as the advance in time 
of the hearing caught us rather short, 

In regard to farm income, I do 
not suppose there is very much necessity of 
saying a great deal in that respect, because it 
is generally known -- you have your staff of 
statisticians who will know -- that farm income 
has dropped considerably. But even though it 
has dropped considerably from the high peak of 
195. and 1952,it is still relatively high, if 
it were not for the high cost of living and the 
high cost of production. 

A farm enterprise of today is 
very different from that of 30 VOarSs EPOg - 1 t 
has changed even in the last 20 years from 
practically a self-maintained unit as far as 
cost of power is concerned, when the horse was 
raised and fed on the farm with feed produced 
on the farm, while today we have me chanization, 
we have to buy fuel, we have to buy repairs, 
and in these ilélds, particularly in the case 
of repairs, the costs are very highs; and it 
requires more cash outlay to operate a farm 
today than it did in previous years, SOAat 
is really the extreme cost that is troubling 
us more than the reduction in the gross income, 
It is the net income where our trouble is, 

Another thing we have found Aime! 
Our economy, and which your commission no doubt 


will be giving consideration to, is the 
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inflationary period that we are in at the 
present time, which has placed our agricultural 
products in Alberta, like other products in 
Canada that go into the export market, in a 
very disadvantageous position as far as 
markets are concerned other than those in the 
United States, &s IT have pointed out in the 
brief, the United States is a very available 
market, a very good markets; yet they are not 
able to take all of our present production, 
let alone our potential. Perhaps I should 
say that the selling price of beef in Great 
Britain, as well as hogs, is almost half the 
retail price here in Canada. Therefore you 
can see that this has placed us in a very 
unfortunate position as far as participating 
in the export market is coneerned, in 
connection with many of our other products 
outside grain, 

In regard to support prices, as 
you know this is a very lively subject throughout 
Canada. It is surprising the number of people 
who have a very keen interest in it and who 
do not hesitate to make recommendations in 
regard to support prices, which are usually 
termed subsidies, 

I want to make this point with 
the commission, that support prices are not 
necessarily subsidies, In our federation 


Movement right across Canada, which involves 
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all nine of the older provinces, we have 
recognized and recommended support prices at or 
near the cost of production; something above 
the cost of production, I should say, and we 
have not recognized support prices, nor asked 
for support prices, to be high enough to be 

an incentive price. Rather we think they 
should be just a stop calamity price, a stop 
crash price for the industry. 

We are having some talk in Canada 
with regard to a fair price, or a parity price, 
and perhaps your commission will be looking into 
that angle. From my observations -- and these 
are my personal observations of what is taking 
place in the United States -- under their parity 
price formula, and now under their flexible 
support price programme, I can hardly see how 
these two coincide or can work together, because 
& parity price does not take into consideration 
supply or demand. It is based on a parity, on 
the relative income in agriculture as compared 
with that in other services, while a flexible 
price does take into consideration the supply 
and demand situation, and does not necessarily 
take into consideration parity prices, as I 
pee At. 

In passing, in regard to a support 
price I want to say that I think from the 
limited observations I have been able to make, 


perhaps we in Canada have the basis of the best 
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support price method I have had an opportunity to 
observe. There is plenty of room for improvement 
in our support price policy and its application, 
but I think perhaps the act itself provides for 
this. 

As an organization we have asked 
the federal government for a formula for the 
setting of these support prices on the various 
main agricultural products; that is, a statistical 
Soimnie: Personally I have questioned whether 
we can use a statistical formula, I am very 
much for a formula, if it is possible to work one 
out, under which the producer will know some 
months ahead what will be the support prices on 
the various products. I think that would give 
a great deal of stability. It would level out 
the continuity of production, and it would 
instill some confidence in the producers, if 
they knew there was some limit to how low their 
commodities or services could go. 

I know there is a great deal of 
concern in Alberta and across Canada at the 
present in regard to the support price on 
butter, and I suppose in sme respects that 
could be considered a subsidy. But even this 
support price is not an incentive price, because 
our production of butter is going down. 

I think this commission conld do 
a great service to Canada if they could study the 


relationship between the embargoes on dairy 
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products going from Canada into the United States, 
and the lack of duty on imports of vegetable oils 
into Canada, In other words we have embargoes 
on dairy products going out of Canada into the 
United States, and the vegetable oils come in 
here in most cases with no duty or a very small 
duty. It is rather hard for us to show our 
people any justification for this, though of 
course we know that under the trade agreements 
all these things have to dovetail pretty well 
into the national policy. 

My opinion on this, in passing, 
is that it seems to us at least some pee 
system could be introduced, particularly because 
our production of butter is going down and it 
is not being increased as the result of price 
incentive, So it seems a quota could be 
introduced whereby a limited amount of vegetable 
oil could come in here to meet the real need, 
without embarrassing the support price pelicy, 
and without doing harm to the second largest 
individual industry in agriculture across 
Canada. 

In that connection, as you know 
our wheat is worth about $660,000,000 a year 
and our dairy industry about $13,000,000, so 
it is about two-thirds the amount of the wheat, 
It is the second largest commodity on which 
our farm people in Alberta and in Canada depend 


for their income and their livelihood. It is 
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also the foundation, in most cases, of many of 
our small and intermediate family farms, 

It is also very important to the 
national economy of Canada not only from an 
agricultural point of view but when we consider 
the amount of employment that is created in the 
manufacture of dairy equipment, from the milk 
pail to milking machines, to barn stanchions, 
which require lumber, and all the rest of it. 
There is a tremendous amount of purchasing power 
which arises from the dairying industry. 

THE CHAIRMAN: What sort of duty 
would have to be put on vegetable oils to stop 
them coming in and competing with butter? 

MR. MARLER: I am not sure of that, 
Mr. Chairman. I have not arrived at a figure, 
I am inclined to think that for the moment, and 
until further consideration could be given to 
such a trade policy, a quota would be less 
objectionable and more effective, though I 
grant you that in the long term view there 
must be some other solution than that. 

I would like to go back to the 
question of farm credit. This, I think, is 
pretty well left out of our brief, though in 
my opinion it is a very important thing as 
far as agriculture is concerned in Alberta, and 
I think it is of keen interest in all the 
provinces right across Canada at the present 
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Under this inflationary period the 
value of our iands has more than doubled in 
recent years. Under the present Canadian farm 
loan board it is practically impossible for a 
farmer's son, using this as an example, to 
start to take over his father's farm and obtain 
credit through the farm loan board rather than 
to have his father carry him. As an example, in 
this Edmonton area many of our quarter section 
farms which have homes on them would have a 
capitalization for land and buildings of between 
$30,000 and $35,000. Many of them, of course, 
are more elaborate than that, 

The Canadian farm loan board has 
a certain schedule of valuations on farm land, 
For instance, I had occasion this spring to 
observe eee where the farm sold for 
$15,00cash. All that could be obtained by 
way of a loan on that farm by the purchaser, 
who was a son of the owner, was $2,500, 
though with the father's security it was 
agreed to recommend that the loan be $3,000. 

That is one of the features of 
our present farm credit policy. I know this 
matter has been given consideration at 
provincial levels as well, and there are 
perhaps three things I would particularly like 
to recommend. I think the term of years now 
adopted by the farm loan board, 25 years, is 


reasonably good, I know it is longer in some 
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provinces, and it may be that some of our people 
would like a longer term. Personally my 
experience is that 25 years has served me well 
in dealing with the farm loan board and the 
soldier settlement board, 

Then I think probably the farm 
economy has to be provided with a long term 
basis, because it is subjected to climatic 
conditions which do not necessarily conform to 
a long term of averages. {I do not know of 
any periods of years that you could go back 
and look at the production or the marketing 
of agricultural products and say they 
coincided with each other. For that reason, 
if credit is extended over a period of 25 years 
I think that takes in the bad years and the 
good years, so to speak, sufficiently to allow 
the farmer to continue; and in this respect 
I think perhaps a fair interest rate would be 
about hl per cent, 

There is one other thing about 
the farm loan board as it presently operates, 
That is, if a farmer has a good year and has 
some extra money which he is able to pay in 
advance on his loan, that is not credited to 
him as far as his obligations are concerned . 
for the next year. In other words he is 
expected by the farm loan board of Canada to 
come along with his payment the next year, 


even though he is hailed out, These are things 
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which I do not think were intended when the act 
was drawn up. 

Now, in regard to marketing boards, 
we have had a great deal of interest right across 
Canada, and a srint deal of activity in Alberta, 
in respect to producer marketing legislation. 


It has taken us 6 years to re-establish producer 


marketing legislation on the statute books of 


Alberta, notwithstanding the fact that this 
legislation was put on the books in 1939. Just 
about the time it was going to be used by the 
producers, the War Measures Act was implemented 
and the federal government found it necessary, 
while wolier sri prices and wages and other 
things, to also control the marketing of 
agricultural products for a period during the 
war and following the war, 

In 1948, when we started to taper 
off from the British contracts, and the federal 
government found it advisable to discontinue their 
controls, the producers began to give consideration 
to this possible method of improving their 
marketing system. They looked upon it as a self-~ 
help proposition, and we immediately started to 
again try to get legislation put on our statute 
books, 

The purpose of a producer marketing 
board is very similar to the objectives of the 
Canadian wheat board, which is a crown board. 


That is the great differences; one is a producer 
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controlled and owned organization with complete 
autonomy, and the other is a government board, a 
crown board responsible to the government. The 
producer board is responsible to the producers 
who are producing the commodity which is going 
to be sold. As I said, it is a self-help method 
of marketing which the producers would like to 
try out. 

It has been said that it is 
compulsory, and a great deal of objection has 
been voiced because of that feature, It is 
a compulsory act, but I think all acts on the 
statute books are compulsory, and this is a 
democratic set-up. Before it can become 
effective the people producing any particular 
commodity which is of concern -- it is necessary 
for them to draw up a plan and have that 
approved by a majority of the producers and, 
in addition, have it approved by the 
provincial government. If that is done, 
then they can etakE a board; and the federal 
statute, chapter 16 of 1919, provides for the 
federal government to confer powers upon this 
producer board to market these products in 
interprovincial and export trade. 

One of the problems we have at 
the moment is that they have given us a 
reasonably good act with one exception, and 


that is the method of voting. They are asking 


us to obtain 51 per cent of those who are 


am, | ~ 
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eligible to vote. We asked for 65 per cent 
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or an even larger majority of those who would 

vote, but our wishes were not met, and we are 

not sure that we can obtain 51 per cent of the 
eligible vote on any issue in Alberta. 

Just on that point, if I am not 
taking too much time, I would say that the 
provincial government, serving the province 
here from 1952 until this year, had 31.5 per 
cent of the eligible vote, I believe this 
year, while they got about the same vote as 
in 1952, when we consider the increase in 
population the percentage will be somewhat 
less. 

The mayor of Edmonton, when he 
first ran for office, obtained the seat with 
19.5 per cent of the eligible vote in the city 
of Edmonton. 

I could go to the suburbs like 
Jasper Place and Beverley. The mayor of Jasper 
Place obtained 25.5 per cent of the vote. 

We are perturbed about this 
method of voting, which is retarding our 
progress in this field at the moment. The 
purpose of this producer marketing board is 
to observe whether it has anything to offer 
to improve our present marketing system, and 
to utilize the principle involved in a central 
selling agency, 

That has been done in regard to 


grain and has been found very satisfactory as 
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far as the western producers were concerned. 

This legislation has been termed 
communistic, but I have tried to show that it is 
purely democratic. Nobody is dictating to the 
producer except the majority of producers just 
as to how they will market their products, 

The political leaders of the various parties who 
Supported this in the legislature have been 
criticized for voting against their own principles, 
but I think that is very unfair, because the 
British Columbia legislature passed legislation 
over 20 years age, which has been used in that 
province for that length of time, and which is 

in effect in 6 of the older provinces of Canada, 

Now I would like to suggest that 
the brief has a mistake in it on page 15, in 
regard to the acres under irrigation in Alberta. 
The figures that are there pertain to the 
number of acres for which water has been allocated 
by the prairie resources board for present and 
future development, The acres that are under 
irrigation now would be about 87,000, 

Now, Mr, Chairman, if there are 
any further comments or any questions regarding 
the brief I will be glad to try to answer them, 

THE CHAIRMAN : I think, Mr, 
Marler, we probably have a number of questions 
wo would like to ask you. First of all on 
Marketing, there was some discussion yesterday 


of the possibilities of a two-price system, 
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one price -- presumably a high price -- for the 
wheat that would be consumed in this country, and 
presumably a lower price for wheat which would 

be exported. Would you like to comment on 

that? 

MR. MARLER: Yes. Well, if I am 
speaking organizationally on this, the feeling in 
our federation of agriculture in the prairies is 
that with the present level of our economy, the 
present level of the buying power in the prairie 
provinces and in all Canada, the consumer is 
not entitled to food at relatively less cost 
than clothing and the other necessities of 
nit 6, Under our present marketing methods 
pertaining to other commodities than grain, and 
under our export position with respect to grain, 
our prices are virtually set by what we have to 
export, when we have anything to export, and 
are governed by the living standards, the 
buying power and the level of the economy in 
the importing countries. Our wheat board has 
served us well in this field, and there is a 
feeling in our organization =-- it is not 
unanimous, but almost unanimous -- that the 
consumer of Canada should be willing to pay 
& reasonable amount for his food products as 
well as his other necessities ef life, 

THE CHAIRMAN: So I take it you 
would be in favour of some such system? 

MR. MARLER: Our organizations 


are in favour of a two-price system, They 


=v * 
: ooene oa 


iat! 


nt pethioet od tat m0 sisson 
l et eoitiaty odd at owiivolge to neke a: 
i) ent TamHO98 HO, 19 fevel saoveng odd: 
| oiuterg ont BE. rewog pakyss edgy to aves 
et temuacoo ent eebaned, ifs nt boss 
teoo Beet vievitaLet an boot a3 bold 
: to eels tecesen rodto exit bas watitors, + | 
_ aboritem gattexttiam Jaexeng suo rebnU 48! 
bos ,itetg asdd selttibommoo sedso oF on 
etistg of doeqeet diéiw cols taog tnogee 0. cael 
ot evad ow tedw rd tee Uleutaty ois aoolxé a 
‘bon .tr0gxe. ot gniddyas even ov nod as 
: . arid ,ebtsbaste goivil adds xs sen 
it ymonooe ont to Level orig brs tewoq 3 
eat Dbasod jaocdw “0 »eotata09 stom 
8 et eredt bas ,bielt ata ct {iow en be 
tom ef tf ~- solteaxinsato 10 mt aut 
end tadt ~- evomtnany deomis Jud — 


yaq of yelifiw ed bisore shana to rome 

as etonuborg boot eld rot dooms efdsnoe vt 
7 . s9TIL to seitteeeoes sontto eid as 
7 woe th ead I of “:MAMATAND SEP | | 
¢meteye sore emoe to twovst of ed >it 


anottesines wwwO :AadHaM -AM 


yedT .meteye esixg-owt a to tovst at 
! 


- 2098 - Mr. Marler 


believe the price of wheat to the domestic trade 
in Canada should bear a reasonable relationship 

to the relative price structure of all commodities 
in Canada. 

The only question that has ever 
come up in my mind personally in that regard is 
this. Normally we are exporting about 80 per 
cent of our wheat, and it is a question whether 
our consumers will feel satisfied to have us 
sell that proportion of our product outside 
Canada at a price lower than they are paying, 
That question does not apply to any others of 
our agricultural products, because when we are 
in the export market with those it is only on 
@ very small basis, relatively. 

THE CHAIRMAN: In discussing the 
question of surpluses yesterday, with reference 
to the prospective future surpluses rather than 
focusing the discussion on the imme diate 
Situation, the opinion was expressed that 
prices should be such as not to encourage the 
production of wheat primarily that would be 
uneconomic, Would you agree with that 
approach? 

MR. MARLER: Are you talking about 
Support prices or prices established by the 
wheat board? 

THE CHAIRMAN: [I presume the 
reference was to prices established by the wheat 


board, 


MR. MARLER: I think I could go 
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along with that argument, but I could also add 
that that is not the case at the present time, 
Our prices are not high. We as farmers are 
not receiving even half the price which they 
are receiving in some of the other countries. 
Perhaps we are the only country today where 
the grower of wheat is not being subsidized, 
All the costs pertaining to the operation of 
the board are paid by the western wheat 
producer, 

Does that answer your question? 

THE CHAIRMAN: I think so, On 
the question of livestock marketing, we have 
heard suggestions from various sources that 
every effort should be made to encourage people 
to go into livestock if that is a practical 
thing for them to do, 

If there were a great increase 
in the production of livestock presumably there 
would have to be a corresponding increase in 
the export of livestock or meat products, If 
that occurred, do you think your provincial 
producer-=controlled livestock marketing boards 
would be an adequate method of controlling the 
marketing of livestock and meat products? 

MR. MARLER: In other words 
could the marketing board cope with such a 
Situation? 

THE CHAIRMAN: Yes, the 


Provincial board? 


MR. MARLER: No, we had never 
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thought or anticipated that a marketing board 
would be a cure-all for all our marketing 
problems, We have thought it has certain 
potential advantages which should be 
experimented with to see if it would improve 
our marketing position. We feel that it can 
take out the speculative features; it can take 
out the actual cost of those speculative 
features, which do play a part from time to 
time in the marketing of livestock, 

I cannot go along with those who 
Say we should get on with a livestock 
production programme at the moment. In fact I 
do not think any minister of agriculture would 
dare suggest to the farmers of this province 
that they produce more hogs or cattle, At 
the moment we are stymied in that respect. As 
I have pointed out inthe brief, our potential 
in this regard is limited. It seems to me it 
would be foolish to f° out and ask our people to 
produce something for which there is no markets 
and the same thing might be said with regard to 
wheat. There just is not a market, 

You have probably had it suggested 
to you that we should meet the competition 
today price-wise, What does that mean? Well, 
a: this afternoon the Hudson Bay store in 
Edmonton started to sell $75 suits for $25, it 
would have quite an effect on the market for 
Suits here, It would simply demoralize the 


market, The same thing is true in the marketing 


scale ia eabae cediaeiceet ed 
 evidstiosge ogodd ‘to tado taoton @ 
ot omty mort ‘dvsq 8 ySlq ‘ob wenn 
sHooteovil to gaitexram © 

odw exodt dttw anofs og donaso T 
;  footeevit s'dttw ao dea bitede 
r ZT doet Al © Vtaomom odd Ya emmsrgotd mt 
Bizrow ieipieaa tut to toderatnt yrts detdd 2 
eomivorg alt ‘to eremra? edt of sii 
$k gatednd! 16 Bgod ‘etom eonbord te 55 ' 
. eA .tooqeet sat of betaryye o1% ow temo iN 
(atinedoq wo tetrad of dat tito bedutod evil 
tE om oF emese $I «bedimil et Sraget eta % 
7 | ot elqoedq m0 wes bre dro og ot datfoot ed ‘Bf | 
. gtenram oct et etedtt dotdw rot anidvemoe’¢ ub 
7 od brenet ditw bise od ‘trigtn gittdy sme dd | 
| ‘fJoxeram s/ 36m et dent ered?” 4 
bédeengue tf bad yidadow eved vor 
ie notitseqmoo efit seem bivode ew tadt 
| ,fiew tasen tat eeob JsdW ~seitw-oolag oe : 
at exsote ysd foabyH ef coomres ts a hit 
$2 28H rot ative 2TG Lfee od beduste nots 
ed tsp ovad 8 


7 +vot texism odd m9 soetie as 
ered a 


eft esifistomeh yLomle biuow $I 


gouitesdiem edd at eoxd sf 'antdd emac ent 


- 2101 - Mr. Marler 


of wheat. If the Hudson Bay store started to 
give away those suits, it would absolutely 
destroy the market, and the other stores would 
not like that. 

Today I do not think the other 
countries like the marketing policies that have 
been adopted by the United States in disposing 
of their surplus products, Those surpluses 
have been created, at least in part, as the 
result of their subsidy programme, which is 
not the case here, Of course I will grant 
that the United States have reduced their 
wheat acreage by 30 per cent or 33 per cent in 
the last two years, while we have reduced our 
wheat acreage by 72 million acres since 190. 

If the United States is going to 
give away wheat, how can we sell wheat? i. 
do not think the importing countries like that 
type of programme, mind you, I do not think 
the governments would like ite I am quite sure 
the agricultural people in those countries donot 
dislike it.. But the answer is that they do 
not like it so much that they will not take 
advantage of it while it is in operation. 

MR. GUSHUE: Would not Canada 
Meet that same criticism if we had the two-price 
System, the higher price for oup domestic sales 
and the lower price for our exports? 

MR. MARLER: I do not think you 
would have that here under the two-price 


System. I do not know why it is Called a two- 
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price system, because there can be any number 
of prices, 

I believe we in Canada have been 
spoiled, speaking from the consumer's side. In 
this province agriculture accounts for about 
75 per cent of the consumer goods bought, but 
we as consumers have been spoiled by the 
operation of this cheap food programme. We 
have been in a surplus position most of the 
time, and we have had to depend upon just what 
we could get for it. That has been our 
experience, and that is what is behind our 
trend of trying to help ourselves under 
producer-controlled marketing sales under the 
wheat board. I venture to say this, that if 
it had not been that wheat was a major 
consideration in export trade perhaps we 
would have had wheat sold under a producer 
board, and the fact that the federal 
government has jurisdiction over convertibility 
of exchange and all the trade agreements, in 
which wheat bulks very largely. 

With the two or more prices in 
regard to our domestic trade, we do not 
believe our consumers will complain about 
paying a reasonable price for the product, and 
that is all we want. Under a producer- 
controlled marketing board we could get away 
from the extremely high price and the extremely 
low price, and create a continuity of supply 


Which will be in the best interests of both the 
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producer and the consumer. 

I happened to sit in at your 
hearing in Winnipeg long enough to hear you ask 
for one or two examples of other marketing 
methods that were being suggested to you, As 
anexample I suggest, and Dr. Stewart knows this 
very well, that fluid milk in this city and all 
across Alberta to a somewhat similar extent, is 
solid under some form of marketing board. In 
this city it is sold under the supervision of 
the utility board, and the price is established 
by that board. That has been so for over 20 
years now, and during those 20 years neither 
the distributors, the producers nor the 
consumers tee asked for decontrol, Nor, I 
think, since 1949 has any of those groups 
asked for a change in the price of milk, which 
I think is an enviable record for that type 
of product. 

THE CHAIRMAN: On page lh of your 
brief you indicated the amount of additional 
land that might be brought under cultivation 
in Alberta between now and 1980. At the 


bottom of the page you say: 


"On the basis of production 
per acre for the last 20 years, 
these acres should yield around 


392,000,000 bushels -~ " 


That is the totals; that is not 
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additional? 

MR. MARLER: That is wheat. If 
you will excuse me, when we are talking about 
agricultural products here we usually tie it 
up to wheat, because we consider wheat the 
barometer. 

THE CHAIRMAN: Do you expect the 
world market for wheat is likely to increase 
to the point where it will bring further 
wheat acreage into production? 

MR. MARLER?: I am playing this 
figure against the increased population in the 
world, not within Canada. I feel that our 
better techniques and know-how in regard to 
production in Canada will at least take care 
of our increased population, if not more than 
that, during the intervening 25 years, 

In regard to this figure, I 
naturally do not anticipate that conditions 
will continue as good in Canada in the three 
prairie provinces, nor will they continue as 
good among the international importing 
countries or the other producing countries, as 
they have been during the last six years. We 
Suffered a poor crop, a half crop, in 195h3 
the other five years, however, as you know 
have produced exceedingly large crops, and to 
some extent this same situation has been 
experienced by both the other exporting 


and importing countries, by and large. It has 
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also happened that in some of those countries 
there has been a reduction in the wheat 
acreage. 

THE CHAIRMAN: That is what I 
wanted to get at. You think that given 
average yieids in the wheat producing 
countries there will be scope to bring 
additional land under cultivation, not only 
in Alberta but in Canada as a whole? 

MR. MARLER: Yes, I think 80, 
to this extents and I have also shown here, 

I believe, that we have much more land that 
we could bring under cultivation. We will 
skip the next five years, but from then until 
1980 I think there will be less emphasis on 
wheat in the importing countries, 

THE CHAIRMAN: You believe that 
common sense will prevail again in five years? 

MR. MARLER: I do not know whe ther 
that is the right terminology or not; I would 
not say it is not, but I think there are other 
commodities which perhaps are more adapted to 
their national programmes under normal conditions 
than wheat, 

(‘THE CHAIRMAN: TI gather that you 
think the irrigation programme should be 
continued. It has been represented to us by 
Some that the present cys ry thoes programme 
should be Slowed down until there are assured 


Markets for the types of crops that could be 
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best produced on the irrigated land. 

MR. MARLER: I think it should be 
pursued on what we might perhaps term an normal 
basis, for this reason. I do not consider the 
irrigated land necessarily potential wheat 
land. That is to say, I think the irrigated 
land provides an opportunity for the growing 
of what you in Ontario would call cash Crops $ 
canning crops. 

THE CHAIRMAN: But it is not 
being used for that at the moment, is it? 

MR. MARLER: I sometimes stand 
alone in this under certain circumstances, but 
I am a very strong believer that some direction 
might well be given as to what our production 
should be and in what direction it should lead. 
I think we have lacked that direction both 
provincially and federally in recent years. We 
did have it during the war years; but I do 
think if there are certain markets available 
for certain products, there would be no harm 
in giving some Study to it even if it were a 
joint undertaking by government and by 
agriculture, to try and direct our production 
into those certain channels, 

THE CHAIRMAN: How would you do 
it; just by encouragement and education? 

MR. MARLER: I think it could be 
done in two ways. It could be done reasonably 


effectively by just simply placing the facts 
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and the possibilities before the producers, 

The other point is that you can 
take land out of cultivation by subsidy, as we 
did in 1942, and you can either direct it into 
the production of some commodity by subsidy 
incentive or you can direct it out of production 
by a subsidy incentive. 

THE CHAIRMAN: We have heard 
various estimates about the cost per acre of 
these different irrigation schemes, I gather 
that the earlier ones cost relatively much 
less than the more recent projects, and that 
the most recent one, the St, Mary and Milk river 
in Alberta has cost an estimated $80 per acre, 
Others we have heard of would probably cost 
very considerably more than that, 

Under present conditions there 
must be some point at which it would not be 
economic to spend money on more irrigation, 

I do not know what that point is, but if you 
have a figure in your head we would be 
interested in having it. 

MR. MARLER: I have not a figure, 
and I think your assumption is correct with 
one exception, That is that to Alberta and 
to the prairies generally the irrigated areas 
offer a great deal of security in a period 
of years when undoubtedly we will again be 
Subjected, as we have in the past, to drought 


Conditions, I think that is not only an 
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Alberta asset or a prairie asset, but it is a 
national asset, and I believe on that basis 
alone, from the standpoint of providing 

fodder feeds, root crops, seeds and so on, the 
security to the province and to the nation is 
well worth a continuance of this irrigation 
programme on a reasonably normal basis. Under 
conditions such as we are passing through at 
the moment I do not think that land should be 
directed to wheat production. 

THE CHAIRMAN: On this question 
of security, what are your views about crop 
insurance plans? 

MR. MARLER: We have been working 
for 35 years or more, looking forward to 
eventually evolving some satisfactory solution 
whereby we can have a type of crop insurance, 
We have looked at what is going on in the 
United States, where they have met with a . 
considerable degree of success, but we question 
very much whether it would be practicable in 
the prairie provinces to implement a similar 
scheme, 

As you know, the P.F.A.A. has 
been established in the prairie provinces more 
as a guard against relief than from the 
Standpoint of crop insurance, It was not 
intended to take the place of crop insurance, 
We felt that perhaps in the near or not too 


distant future there might be at least a 
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foundation worked out whereby, using the P.F.A.A, 
as a basis for the compulsory application of it, 
and with the participation of the producer in 

the programme, we could hope that we might be 
able to work out something that would be 
acceptable to our producers and that would be 
recognized as being in the interests of the 
provincial, the prairie and the national 
economies, 

THE CHATRMAN : The reason I am 
asking about crop insurance plans is that it 
has been pointed out to us that the people in 
the manufacturing industries these days have 
various security measures provided them 
through unemployment insurance, pension plans, 
the guaranteed annual wage and so one In 
other words an attempt is being made to take. 
some of the risks out of living for the 
individual, Presumably if measures of this 
kind are required by one lot of people, then 
it has been Suggested that the farmers should 
not be left out, 

MR. MARLER: Well, I think that 
is the crux of the whole thing, I believe 
crop insurance comes under the same 
Considerations as farm credit, The hazards 
are so great that private industry has not 
been interested so far in coping with this 
Situation on a basis on which the farmers could 
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like to get a copy of your producers! marketing 
act’ in this province, 

MR. MARLER: We will be glad to 
mail one to you. 

THE CHATRMAN: That would be very 
kind of you. Well, thank you very much, Mr, 
Marler; we are most grateful to you, and your 
brief and what you have added will be of great 
help to us. 

MR. MARLER: Thank you. 

THE CHAIRMAN: We will adjourn now 


until tomorrow at 10:00 o'clock. 


---At 230 pem. the commission 
adjourned. 
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Wednesday, November 23, 1955. 


-~--The commission resumed 
at 10:00 a.m. 
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Mayor William Hawrelak 
for the City of Edmonton. 


Mr. D, Goodwin, chairman; 

Professor B.Y. Card, director; 

Mr. Le Gertler, director and 
national councillor; 
for the Alberta division, 
Community Planning Association 
of Canada. 


Mr. SeS. Graham, president, 
Agricultural Institute; 

Mr. G. Haase; 

Dr. Le McElroy; 

Dr. Re Hilton, president of local 
branch; 

Mr. W. E. Bowser, registrar; 
for the Alberta Institute 
of Agrologists. 


© Powis at ‘oniae fom eee Me 
mS a iy ta iv : 


24 Pe.) Xe ferwal mai TSW: oan “ae 
aNOTnOry ME BIL acd rat a.) i) ee 


4 
: «4 oe ee ? “ 4 z 
ae siteri fais. ,oiwbogs. Gxt 
yin " “aA ee oy i" * ae 
wrovoegin .b1sAD . igh T6eeas2ort 
7 “7 u : os ‘s 
t bus sovosnitbh ,.selgred wd. th 
. ~ r a - he 
a sroittoawoo L[gnossven 
: . ~ ath re oe AA 
~oO Let. 2idgsafA ef 07 
* . .. rr hie nanan 
a w MO SFSLOS OB BA. De iiirial? ye tain, 
‘bh avn! we ly + 
3 ene tt Lew} 
7m 
= 
—— .Saeblcetg ¢ Cues (pry ‘Gee et 


7 ;ovueiteal - Leinticatsa 
ie (S086! «oO wee 
M, : tyexiSom sd 

A {as0f to Vnehtaerte. .fporLin at 

: , . :iforets 

ay. terde tyer | Seba aoe. eAthk 
2 siutitenht efred iA ant. 104 


oe 
@& 
=m seca) apg pre to 
“= 
¥ 
; 
/* 
i ¢ 
> 
af RR eR ae ee mR mae 
y 
——- 
i, 
4 
‘is = 


4 
" “4 
i, 
(a) 

ia 
» , , 

"— 

- 


= 
~e 


iy. "7 <a, ‘ iy ae 


a 


- 2112 - 


THE CHAIRMAN: Shall we come to 
order, gentlemen? We are looking forward this 
morning to hearing the brief of the city, to 
be presented by Mayor Hawrelak. We have read 
the brief and we think it is very good, and 
are looking forward to its presentation. 

MR. HAWRELAK: Thank you very 
much, Mr. Gordon and gentlemen. I think 
perhaps to facilitate the presentation of the 
brief it might be better to read the major 
portions of it. If you will not mind I think 
I should further elucidate it as I do so, and 
any time you would like to stop and question ME, 
I will attempt to answer any questions you may 
have. 

THE CHAIRMAN : Fine. 

MR. HAWRELAK: I deem it a 
privilege and an honor, on behalf of the citizens 
of Edmonton, to welcome the members of this 
royal commission and their staff to our city. 

I hope you will enjoy your stay with us despite 
the cold weather, and that, while here, you will 
obtain all the information you require with 
respect to our community. In this connection, I 
assure you that any information or assistance 
which it is within the power of the city to 
Supply will be gladly and promptly furnished. 

To you, Mr. Chairman, may I say that 
I greatly appreciate the invitation, contained 


in your letter of September 9th last, to present 
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a brief on behalf of the city, advising the 
commission of the views of the city with regard 
to the probable future development of the city, 
generally, and in particular asking certain 
specific questions. 

Before answering the specific 
questions I will state briefly some information 
concerning the history and development of the 
city and the management and resources of the 
city, because I believe the information may be 
of use to you for municipal comparative purposes 
and also because the answers to your specific 
questions will be better understood. 

The city of Edmonton has developed 
\ 


the end of the 18th century. I believe in 1795 


from fur trading posts established here toward 


the first fur trading post was developed here, 
Two separate communities developed therefrom, 
one located on the south side of the North 
Saskatchewan river, es became the city of 
Strathcona, and one on the north side of the 
river, which became eke city of Edmonton. 

The cities of Strathcona and 
Edmonton were amalgamated by chapter 66 of the 
Statutes of Alberta, 1911-1912, and have since 
then been under the control of one council, Our 
form of government consists of a mayor and of a 
council, presently 10 in number, elected for the 
term of two years, with aldermanic elections 


held annually for half the members of the 
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council. 

The council has the power to appoint 
commissioners, who together with the mayor as 
chairman, constitute the executive officers 
of the city. At present there are two appointed 
commissioners. The government of the cLiy is 
therefore a commission form of government, 
subject to the legislative jurisdiction of 
council, The form of municipal government has 
proven satisfactory to our citizens for nearly 
50 years. 

I might say that as far as I know 
we are the first city in Canada to have selected 
a commission form of government, followed by 
Calgary some three years agos We have had 
surveys and investigations made of our form of 
government by the city of Vancouver some three 
years agos I do not know just what the present 
status of that investigation is, but we had 
quite a number of people here from Vancouver 
studying our form of government, 

I might also add that Professor 
Clarke, who is head of the political science 
faculty of the University of British Columbia, 

a year or two ago reported to a meeting of 

the municipal officials -- it was in November, 
195 -- after making an exhaustive study of 
the different forms of municipal governments 
in the United States, Canada and the United 
Kingdom; and we were delighted to hear his 


report in Calgary at that time stating that in 
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his opinion the form of government which Edmonton 
has is the best form of municipal government he 
had the opportunity of studying. 

For what it is worth I am passing 
that on to you. Naturally I am delighted that 
it should be our form of government he was 
talking about. 

The public and separate schools 
are operated by elected school boards whose 
members hold office fortwo years, with annual 
elections for one half the members. Each year, 
the boards requisition for the amount of their 
requirements and the city is compelled to impose 
and collect taxes against land and improvements 


in order to pay the amount of such requisition. 


It used to be that if the 
requisitions for any year exceeded those of the 
previous year by more than 20 per cent, we had 
the right to question the requisition. In the 
last two years that has been changed. If there 
is any increase over the year previous, we have 
the right to question it; and if the council is 
not satisfied, they will refer the matter to the 
board of public utility commissions for 
adjudication, to see if the increase is 
justified and necessary. 

Edmonton is the capital city of 
the province and hence the seat of the 
provincial government; it forms the hub of a 


large and important agricultural, livestock 
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raising and dairying region, and large packing 
plants and dairying plants are operated here, 
It is a marketing and wholesale storage and 
distributing centre for the region and also 

for the vast north country. It is an important 
railway and transportation centre, being served 
by three railways, the Canadian National 
Railway, the Canadian Pacific Railway and the 
Northern Alberta Railway, and by several large 
companies which operate road passenger and 
freight transportation services to and from 
Edmonton, 

Speaking about the importance of 
Edmonton as the centre of an agricultural area, 
I think you will recall that during 192, in 
which year Canada exported some 600 million 
pounds of bacon to the United Kingdom to assist 
in the war effort, 25 per cent of that shipment 
came from Edmonton and district, I think that 
speaks for itself as to the importance of 
agriculture, and as to the suitability of this 
area for that particular type of industry. 

It is an important aviation centre; 
the freight carried by aircraft to and from the 
Edmonton airport annually is among the highest 
of any city in Canada, There might be some 
debate on that point from the city of 
Vancouver, 

The extent of the present airport 


activities may be judged from the fact that 


fenottsw matbaned edd .eyswitet sent ” 
ext fms Yawltefl obttost asthes? est .ys 
egial tereves yd bre ,yawtial stredl 
mort has ot: eeotverse moitedrogert ‘ 


sohesikasecbee-eid viceh-pdelaaee < aera 
sors fetus idotega me Wo ettnes' et os hotmail 
at ,Silef yates Jedd Lfscor fiw voy sake 
sotittm 003 emon bedaogxe abans? sey ‘fom 
tefteee ot mobynth betin’ ent oF moosd. to- 2b : 
toemqise ¢ed¢ to dmeo 1r9eq eS ,sao lle 18H od 3 


"_~Se 


toid snide I .toltielb Soe nodmombd monk, ai 


Ye 


- Yo eonstrogmt edt o¢ es Ieedtt 10% 8: a8 
nidé to qsitidedine edt ot 20 bas, .crutlugls 
Uyidesibat Yo eqy? selsotesaq tadt 20% a 
rertires mottaive ¢aatrogmt as al g1 2 
edt mort bos ot ttasotis yd Sefrrso tiniest a 

trornicd off gnoma et ylisunne troqris moda 
emoe od tHiaim etedT ~sbhens0 ot ydto yo | 

to y¢to endft mort gaklog Jedy mo © 3¢ 

ia nevend 

droctis tnscexq edd To snedxe eit 


Jatt dost e&t mor? beabut cd yam sett ive 


« Bilin & Mr. Hawrelak 


® 


_ there are an average of from 350 to 00 aircraft 


_ movements per day and 1200 civilian employees 
are engaged at the airport and in businesses 
related to the aircraft industry. [In 
confirmation of the importance of Edmonton as 
an aviation centre it may be mentioned here 
that recently the federal government has 
publicly announced its intention of 
establishing a new international airport close 
to Edmonton and it is understood that 
construction will be commenced next year. 

The University of Alberta is 
established here. The president of our 
highly respected and renowned institution, of 
course, is on your commission. The university 
hospital is a medical teaching centre and enjoys 
a high reputation in the medical field and 
Edmonton is an important hospital and medical 
centre. There are | class A hospitals here, 
providing 212) hospital beds and 309 bassinets. 
The city owns and operates one of these class 
A hospitals known as the Royal Alexandra hospital, 
by means of a hospital board. The Royal 
Alexandra hospital, which includes an 

_ infectious diseases wing and chronic ward, 

i comprises 689 beds and 125 bassinets. 122 of 

‘ these beds are in the new maternity wing, which 

Was officially opened on January }, 195. The 

_ total starr of the Royal Alexandra hospital is 


_ approximately 1060, which includes 20, student 
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nurses and 26 internes, There are also two 
hospitals for the care of tuberculosis patients, 
one called. the Charles Camsell hospital, owned 
and operated by the federal government and one 
called the Aberhart Memorial hospital, owned 
and operated by the provincial government. In 
addition there are hospitals and institutions 
caring for old age patients and for chronic 
cases not requiring active medical treatment. 

In Edmonton are located the 
headquarters of the western army command and 
the headquarters of the western Canada tactical 
air command, and important air force and 
army units are stationed in the vicinity of 
Edmonton which serves as the supply centre 
therefor, 

Edmonton owns and operates public 
utilities such as power, water, and sewage 
disposal, light, telephone and transit systems, 
tts steam power plant, now wholly gas operated, 
is fully modern, of 12,000 K.w. capacity and 
is the largest steam power plant between Toronto 
and the Pacific coast. The ownership and 
Operation of its utilities has had and will 
continue to have an important effect upon the 
economy of the city. The only public utility 
not owned and operated by the city is for the 
Supply and distribution of natural gas, the 
franchise for this utility being held by 


Northwestern Utilities Limited. 
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The present area of the city is 
43,22 square miles; its population is 209,353 
according to a civic census completed on May 
15 last. The total 1955 assessment of land, 
improvements and franchise is $221,758,500. 

It should be noted here that the assessment basis 
in Edmonton is 100 per cent of the value of 

land, 60 per cent of the value of commercial 
buildings and 50 per cent of the value of 
residential buildings. 

This is somewhat different than 
you will find in most other places, that there 
should be a differentiation in assessments as 
between residential and commercial buildings. 
We have had this for some 31 years, indicating 
special inducements for home ownership. We 
feel it has been a good thing in our 
community to make that special concession to 
home ownership; and the fact that 78.7 per 
cent of our single family dwellings are owner- 
occupied may to some extent at least have been 
brought about by the special concession and 
inducements provided by this tax feature, 

The total debenture debt of the 
city, including utility and local improvement 
debenture indebtedness, is $61,883,753 as at 


December 31, 195), made up as follows: 
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PGLe BELLE PL OS « 2 46. ne ep0 1.0m ao $18,865,07), 
Local improvements (property share) 14,)83,29 


General debt debentures . « .- » « 28,541,38) 


In addition, the school board 
debenture debt is $17,106,750 making a grand 
total of municipal and school debenture 
indebtedness of $78,990,053. 

For the information of the 
commission a statement of the capital expenditures 
from 191.7 to 195 is attached as schedule A and 
attention is drawn to the relatively large 
amount of capital works done without borrowing. 

If you want to turn to that 
schedule you will notice that some $98,388,000 
was spent for that purpose, of which $57 million 
was borrowed, or roughly $1.0 million was 
obtained from other sources than borrowing. 

Some of that was financed by prepayment of 

local improvements by property owners, some 

from reserves that were on hand, some from 
current funds, some from government grants 

and so on. So out of $98 million of 
improvements that were built in those 7 years, 
we borrowed $57 million and provided $1 million 
ourselves. 

In the last years, including 
1955, we spent approximately $75 million in 
hew capital improvements, of which $0 million 
was borrowed; and since that money was 


borrowed some $10 million has been repaid on 
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that borrowing, so that we had a total value 
of $75 million of new capital improvements 
provided for our citizens in the last l years, 
on which we owe now approximately $30 million. 
In Edmonton, the mill rate this 
year, 1955, is 8 mills, which is composed as 


follows: 
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It is specially noted that 21.5 mills, more than 
one-half, is imposed to meet the school 
requisitions, and 2.71 mills is imposed against 
property owners in respect of a recently 
provincially instituted hospital plan. 

There is one important observation 
I would like to draw to your attention in 
connection with the make up of this mill rate 
structure, That is the fact that in the last 
years the amount of the mill rate levy which 
has been required to service the debt and also 
to retire the annual requirements of the debt 
has not been above 10.75 mills. It has remained 
reasonably stable and stationary, and as a 


matter of fact has come down slightly this year 
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to 10.4); milis,. 

That, I believe, is a very 
Significant fact, in that it indicates that in 
the last four years at least the indebtedness, 
although created in large volumes -- there has 
been a relationship maintained between that 
volume of debt created and the new assessment 
that came on our tax rolls; and it is because 
that new assessment has come on that we have 
been able to maintain a relatively stationary 
low rate structure to service and retire and 
debt. 

The borrowing power of the city 
is limited to 20 per cent of the total amount 
of the assessment of rateable property as shown 
on the last revised assessment roll, exclusive of 
school indebtedness, local improvement indebted- 
ness, public utility debt and amount of funds 
or securities in the sinking fund account of 
the city. I should say there is no statutory 
limitation on school borrowings, but as I have 
indicated there is a limit on municipal 
borrowings. Since 1951 the provincial 
government has been the sole source of 
borrowing for the city. 

While agriculture, livestock 
raising and dairying is the chief source of 
wealth of the province and of this region, 
great industrial development has occurred in 


: Edmonton and the metropolitan area, 
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This industrial development quickly 
followed discovery of oil in 19147 in this area. 
So far as Edmonton is concerned, one result of 
this industrial development has been the 
establishment outside the boundaries of the 
city, of oil refineries, petrochemical plants, 
pipe-line terminals and businesses complementary 
and subsidiary thereto, A very large percentage 
of employees engaged in these refineries, plants 
and businesses live in Edmonton, and in the 
towns of Jasper Place and Beverly which abut the 
city. This, in turn, has caused an assessment 
imbalance and has created serious problems 
involving present and future tow planning, 
heavy school costs, heavy capital expenditures 
for roads, sewer and water mains, and 
extensions, and a new sewage disposal system 
to provide for housing accommodation required 
to meet the rapid increase in population and 
business expansion, 

In order to ascertain the nature 
and extent of these problems and of the assessment 
imbalance, the provincial government appointed 
@ provincial royal commission to enquire into the 
conditions in the metropolitan area of Edmonton, 
which metropolitan area includes the towns of 
Beverly and Jasper Place and the surrounding 
municipal districts; primarily, however, that of 
Strathcona M.D. No. 83, which is adjacent to 


the south and east boundaries of the city and 
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where the most of the refineries, petro- 


chemical plants and pipe-line terminals are located, 


The provincial royal commission finished its 
public hearings in April last, but has not yet 
announced its decision or recommendations, 
However, information was obtained and statisties 
thereon were prepared and included in the brief 
which was presented to the provincial commission 
in April of this year, Some of this information 
and these statistics are, I think, relevant to 
your inquiry and to your questions and T 
therefore bring such information and statistics 
to your attention, 

Before the discovery of oil in 
1947 -- I might Say the population in that year 
was 118,000 edd, and in 1946 it was 114,976 « 
the city had proceeded upon the assumption that 
to provide for Services and facilities Por | 
Population of from 125,000 to 150,000 would be 
reasonably adequate, However, the effect of 
the oil and gas discoveries was to cause a very 
rapid increase in population here, For years 
before 19.7 there had been virtually little 
increase in population, and the trend in 
_ Edmonton was pretty much the same as the level 
in Canada. That is why the figure of 125,000 
to 150,000 was regarded as sufficiently high for 


Benning for additional services to meet the 
“reautzenents of the new population, This 


‘required that a new approach to the problem be 


undertaken, and in 19h9, estimates were made 
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for a five-year plan for capital expenditures 
covering the period 19119-1953, to meet what was 
then thought to be adequate for that period. 
However, in that plan, the population for 1953 
was estimated at 165,000, but in 1953 the 
actual population was 183,113 so we guessed 
wrongly. The estimated amount of capital 
expenditure for the period was $1,000,000. 

The actual expenditure was more than 
$71,000,000. 

I might say we were not the only 
ones who guessed wrongly. We had some briefs 
presented and some surveys made in those years, 
impartially and independent of the city and the 
Civic administration, and they likewise guessed 
wrongly. I refer specifically to the Chamber 
of Commerce brief, in which they undertook to 
make certain studies in our behalf, which were 
most beneficial and helpful. Nevertheless in 
making their assessments and conclusions they 
did guess wrongly, 

In 1953 another five-year plan 
Was prepared. However, no record seens to 
have been kept of the estimated population for 
the five years, but the increase in capital 
expenditure was noticeably underestimated, as 
the following table will Showe 

You will notice that the actual 
expenditures were far in excess of the estimated 


expenditures. In 1955 the estimate was 
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think will be over $22,800,000. 

You will also notice that when we 
drew up this plan we visualized that in 1956 
we would be over the hump and that the capital 
requirements would be decreased by a good one= 
third, so we said the capital extimate for 1956 
would be about $10.5 million. 

You will also see that we are 
wrong again, because when we asked our departmental 
superintendents not so long ago to give us their 
estimates for 1956 we found that they amounted 
to some $27 million. 

Obviously we are not going to 
request city council for authority to spend 
any such. amount, because we will not be able to 
finance it; but I think we can tell you this 
morning that they will still be in the 
Neighbourhood of the 1955 experience, which was 
about $22 million. 

Again, for 1957 I estimated 
$10,280,000; but right now, as we look at 1956, 
we do not see that 1957 will be too much 
different, 

Perhaps it would be int eresting 
for me to relate here just what has been done 
in the last h years by way of public services. 
I have taken some illustrations here, which I 
have jotted down, in the matter of pavements, 


for instance, At the end of 1951 we had 
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108 miles of pavement in this city, At the end 
of this year we should have 230 miles, Then in 
the grading and gravelling of streets, at the 
end of 1951 we had 181 miles. At the end of 
this year we will have 3.0 miles. As to lane 
grading and gravelling and new lane construction, 
at the end of 1951 we had 82 miles. At the end 
of 1955 we will have 191 miles, 

Then as to sidewalks, at the end 
of 1951 we had 391 miles. At the end of 1955 
we will have 613 miles. Ag to the construction 
of curbs for streets and sidings, at the end of 
1951 we had 66 miles, while at the end of 1955 
we will have il, miles. 

As to boulevard construction, in 
the last two years we have accelerated our rate 
of boulevard construction. We are now building 
at the rate of about 60 miles per year of 
boulevard and boulevard beautification, Until 
about 2 years ago there was very little done in 
that regard, Prior to 2 years ago we had 
200 miles, At the end of this year we will have 
Over 325 miles of boulevards beautified and 
constructed, 

With regard to sewer pipe 
installation, up to the end of 1951 we had hoo 
miles, By the end of 1955 it will be 527 


Miles, As you know, sewer installation is 


_& very costly business, Roughly in residential 
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sanitary and storm sewer installation is about 
$8 per front foot, That is a very costly 
installation; and when you consider that an 
average lot now is around |) to 50 feet in 
frontage, it is roughly about $00 per lot in 
actual cost, which cost is shared by the home 
builder and the city at large in providing 
sewer installations to make possible the 
development that will go on that particular 
lot. 

Then in regard to water pipe, at 
the end of 1951 we had 06 miles of water pipe, 
and at the end of 1955 we will have 533 miles, 

I generally make the statement to 
meetings of citizens that it took us SO years -- 
because we were only 50 years old in 1954 == 
to construct and provide the services which I 
listed as being those available at the end of 
1951, and we have doubled all those services 
in the last ) years. There is the further 
fact that since 19.6, or in the last 9 years, 
our population has just about doubled. As I 
have already said, in 1916 the population was 
about 114,000. The census figure as of May 
15, 1955, as I have already related was 
209,053. 

So in the construction of these 

i Public services not only have we been able to 
_ Keep pace with the new population which has 


_ been coming in at a rather abnormal rate, but I 
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believe we have caught up with some of the 
backlog that existed, Undoubtedly there 
still exists a backlog. We still require 
services at an ever increasing rate; but by 
doubling those services in years while the 
population doubled in 9 or 10 years, obviously 
there must have been a backlog and obviously 
by doing what we have done, some of the backlog 
must have been caught up with, 

I think the foregoing background 
information is sufficient for its purpose, and 
I will now try to answer the Specific questions 
referred to in your letter of September 9 last, 

Ag to population growth, the extra- 
ordinary growth in the population of Edmonton 
Since 196 and the consequent increase in the 
cost of providing municipal services and in 
capital costs are Shown in the tables attached 
hereto as Schedule Be 

I do not_know if there is anything 
about which you want to question me on that parte 
icular point, These are just tables, and Ng 
indicate what is happening, You will notice 
that the increase corresponds very Closely to 
the Population increase, 

Extensive investigation of this 
Problem was undertaken in preparing the brief to 
the provincial royal commission, The statement 
of the facts ang the statistical analysis 
involves many pages of the brief, but I may say 


the following facts were ascertained, namely: 
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"(a) the population of the 


(a) 


city of Edmonton was 

197,836 in 195; (NOTE: 

the population in 1955 
increased to 209,353, 
according to the annual 

civic census completed on May 
15, 19653) 

the population of metropolitan 
Edmonton as defined by the 
dominion bureau of statistics 
was approaching 225,000; 

in that area there were 
approximately 52,000 children 
under the age of 103 

the population of the area 
had grown 35.l, per cent in 
four years 1950 - 1954, a 
cumulative rate of almost 8 


per cent per year;" 


The average for Canadian cities, as 


I recollect, is approximately 3 per cent per year. 


"(e) the birth rate of 31.2 per 


thousand and death rate of 
only 7.6 per thousand 
resulted in a natural increase 
of 23.6 per thousand in 
Alberta, the highest of any 
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province except Newfoundland," 


From these facts the following 


conclusion was drawn, and I quote from that 


"If that rate of growth 
should continue for only 5 years 
the population of the area would 
rise to over 300,000. If it 
should continue for 10 years the 
figure would be almost 165,000, 

On the other hand the average 
growth of Canadian cities seems 
to have been about 3 per cent per 
year. If that rate should be 
realized for the next five years 
the population would reach 250,000 
and if it should be sustained 
for 10 years the population would 
be over 290,000. As already 
pointed out, however, the age 
composition of the Edmonton 
population makes it clear that 
the growth of this city will 


exceed the Canadian average." 


That is only one factor, because the 


economics of the day will contribute to a further 


influx into the city. 
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"Under those circumstances 
a 196. population of 300,000 is 
a most conservative estimate. 
Even if there is no net immigration 
to the city that figure would be 
reached shortly after that date 
(196),) 

In looking ahead for 20 to 
25 years, therefore, one must 
foresee for this area a population 


close to 100,000." 


I think that is a very conservative 
figure; but when we plan public expenditures, where 
the public is asked to pay for what they get -- 
because we do not see any miracles in providing 
services without cost, and we hope we can 
provide the maximum possible services for which 
the public can pay -=- we would rather be on the 
conservative side, when looking a long period 
ahead like this, 

THE CHAIRMAN: That is a 
revolutionary idea as far as this commission is 
concerned, 

MR. HAWRELAK: Twenty-five years 
is a long time. If we were to base our 
estimates for the future on the last 25 years 
we would have to consider many things that 
have happened, some of which were good and 
Some of which were bad, So we would rather 


be on the somewhat conservative side in 
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connection with population growth, rather than 
be too optimistic. But we do consider that 
400,000 seems like a very conservative figure. 
It might be closer to 150,000 or 180,000. 

The submission on population to 
the provincial royal commission points out that 
52,000 children under 10 is the number of children 
of the age group associated with cities of 300,000 
according to 1951 Canadian census data. The 
brief says: 

" eeethe significant point 
is that already living in this 
city are children of the numbers 
which correspond to a city of 
300,000 and nothing except time 
is required for them to grow to 
maturity and become an adult 
population for a city of that 


size," 


The developments of the past year 
have served to strengthen the city's views in 
respect to those predictions. From May, 195), to 
May, 1955, the population of the city of 
Edmonton increased by 11,517, that of Beverly 
by 460, Jasper Place by 393 and other fringe 
development by approximately 500. The metropolitan 
total must now exceed 232,000. The continuation 
of merely the average Canadian growth of 3 per 


cent, or some 7,000 persons per year, would see 
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Edmonton's population 300,000 by 1965 and more 
than 100,000 by 1980, or 25 years hence, 
Together with the age composition of the 
Edmonton population which alone indicates a 
growth in excess of the Canadian average, 
there are economic factors that appear certain 
to maintain a higher rate of development. 

Since 1947 an estimated $1,375,000,000 
has been spent on oil field exploration and 
development in Alberta, That activity is not at 
an end. Development continues apace and the 
imminent construction of the trans-Canada pipe 
line is expected to increase the tempo of gas 
exploration and the construction of gas- 
gathering systems. 

Northern development, upon which 
Edmonton has long depended as the recipient of 
goods and services, continues, Not a year 
passes without the discovery of new deposits 
of base metals, copper or uranium, or the 
enlarging of known deposits. Communication 
and access has been the obstacle to the surge — 
of activity usually associated with such 
development. Recent roads and the probable 
linking of Edmonton to the further north areas 
by rail will make the north even more valuable 
to this city, 

The effects of the enlarged St. 
Lawrence seaway will be felt far beyond the 


Shores of lakes, and although we cannot attempt 
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to measure its importance, it will provide a 
significant stimulus to the economic develop- 
ment of the west. 

As previously indicated, Bamanton 
is historically the centre of an important 
agricultural community and we believe it will 
remain such, but the discovery of gas and Odal 
and the subsequent development of petro- 
chemicals has introduced into the Edmonton area 
an industrial development which, impressive 
as it is, nevertheless does not represent the 
full impact which even yet can only be 
estimated, 

To indicate the tremendous invest- 
ment in refineries ,petrochemical plants, pipe- 
line terminals, other buildings and structures, 
in the metropolitean area, it is estimated 
that to the end of 195k a sum of $400 million 
had been spent; a further $85,000,000 is said 
to have been spent in 19554 and it .is-estimated 
that in 1956 a sum of $100 million will be 
spent, 

I am speaking of the aPCas- aI 
think perhaps at this point I can relate 
Something of our own experience within 
Edmonton proper, In 1953 our volume of 
building permits exceeded $55 million, for 


both commercial and residential development 
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That figure ranked third in Canada, behind 


Montreal and Toronto, 
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In 1954, which was last year, our 
volume of building permits increased to $65 
million. Again we ranked third in Canada. I 
do not know how we rank in the United States 
and Canada in 1954, but I do know that in 1953, 
when our volume was $55 million, we ranked 
18th in the United States and Canada, including 
New York and Chicago and all the other big 
cities in the United States, and of course 
Montreal and Toronto in Canada, 

These figures I have related 
here do not include any of the developments 
which have taken place within the Citys. In 
1954, for example, some $15,300,000 of 
commercial development took place within the 
corporate limits of Edmonton, That figure, 
of course, is included in the $65 million 
figure I have given, 

It is also interesting to notice 
the nature of the growth of the industrial 
development in this area. The development 
Started first with refineries and other plants 
dealing directly with the natural resources 
such as oil and natural gas. In dealing with 
these, certain by-products were produced, 

Other plants were then established by different 
_ companies to make use of these by-products; 
then Plants of a complementary and servicing 
a were established, This process is 
"continuing and expanding and in our opinion 
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will continue to expand. 

The lack of markets for oil is 
holding back full development in this area, but 
when these markets become available there will 
be another large forward thrust of expansion 
and investment. I, the case of gas the policy 
of the senior government, in allowing export, 
has resulted in much preliminary activity and 
pipe-line manufacturing firms are seeking sites 
in the metropolitan area in order to establish 
businesses of considerable size, In turn, these 
will attract other businesses to the area, Under 
these circumstances a prediction of hOO, 000 
population in 1980 is, we think, very conservative. 

As to future physical requirements, 
in terms of accommodation and services, of the 
present standard, an increase of 175,000 people 
over the next 25 years will involve the construction 
of more than 500 miles of streets; almost 500 
miles of sidewalks; 50 miles of sewers, 50 miles 
of water mains, and the construction of 180,000 
utility services of all kinds, In addition it 
means the provision of some 1,106 schoolrooms and 
er 3,200 hospital beds, 

When we talk of sewer and water 
: mains, on a per capita basis any expansion and 


: extension will be much more costly in future 


_ than perhaps it has been in the last 7 or 8 
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population but large in area, with services in 
pretty well all parts of the area, It was 
that extension of main and lateral services 
that cost money, 

In the last several years we 
have been able to fill in this framework 
that has been built up here over a period of 
time; and it is my personal opinion that as 
we continue to grow some of the per capita 
costs may be higher in providing some of these 
Services, That is just an observation, 

I might also say here that we 
filed a brief, I believe it was 2 years ago, 
with the board of Transport Commissioners, 
during their survey and investigation into 
the question of the railway grade separation 
fund, which as you know they administer, 

They have been trying to have that fund 
increased, in which they have been successful, 
In that brief when we appeared before them, 
as I recall it -- and we will get you a copy 
of it; this just came to my mind this morning -- 
we recommended that we would require in this 
city within a reasonably short time some 7 
Subways, all of which cost money. I believe 
the cost as we had it -- and this will only 
be approximate, because I have not seen the 
brief for a year and a half =-- was about $6 
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at this point, because it is something which 
we will require and which is not mentioned 
in this brief. Those are subways for grade 
separation at railway crossings. 

Such a programme suggests 
expenditures in the nature of $300 million 
over the next 25 years for schools, hospitals 
and general capital requirements. 

By way of comparison I give a 
statement showing capital expenditures of a 
Similar kind for the pertods indicated, You 
will notice that this schedule pretty much 
indicates just what has been going on prior to 
oil discovery. In 196 we had a total of 
$1 million of new capital expenditures for 
hospital and general services, In 1955 it 
was $15,232,900, or roughly 14 times that 
which was spent in 196, prior to the discovery 
OENSLT 5 

In the matter of utility extension 
it has increased from $1.5 million to $75 
million, or by 5 times. One of the reasons 
for the relatively lower relationship there 
is the fact that we had this framework of 
Some of the utilities established to serve 
a larger area, and in some instances it just 
meant Piitling itn, 

As to public schools, in 19.6 
the expenditure was $116,000,and that hag 


gone up to $3,750,000. For separate schools 
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the expenditure has increased from $13,000 
to $1 million in 1955. 

I think an examination of that 
table indicates very clearly what has happened 
in this city in regard to capital expenditures, 
and I might say that the fact that the money was 
spent indicated that the people required the 
services, and that there was need for those 
services, 

Within our present experience, 
175,000 people would cccupy 7,200 acres of land 
for dwellings alone, To be realistic one must 
assume that before this happens Edmonton will 
experience considerable vertical growth similar 
to other cities of comparable size, but the 
modern trend is horizontal development to avoid 
some traffic concentration problems. In the 
submissions to the provincial metropolitan 
commission it was made clear that under present 
zoning, the 195 unallocated reserve of 1,171 
acres of residential land would be exhausted by 
1957. Plainly, the ma jority of the anticipated 
growth must therefore take place outside of the 
present corporate limits of the city of 
Edmonton. 

As I recali the debate before the 
metropolitan commission, there was no contention 
as to the acres in reserve, but there was 
contention on Te part of the opposing group 


F appearing before the commission as to when it 
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would be exhausted. We said in 19573 they said 
in 1958. Well, even if it is 1960, the fact is 
that it is going to be exhausted, and we are 
going to continue to grow. 

If we are to assume that the 
industrial-residential ratio presently experienced 
within the city of Eqmonton is to continue, the 
population expansion anticipated in this brief 
will require industrial land of 1,500 acres, 

To make this assumption, we must surmise that 
the composition and nature of future development 
will be similar to that which is presently 
situated within the present limits of the city 
of Edmonton, In other words the land per 
employee ratio will remain as it is today. 
If we can, and it appears logical that we must, 
assume large developments in petrochemicals, 
gas and oil processing or allied industries, all 
large land use per employee industries, then 
the figure must be drastically revised upward. 
The land requirements of the larger fringe 
industries Surrounding Edmonton are examples, 
where 100, 200, 300 acres and more are not 
unusual; that is, for the established of a 
particular kind of industry. 

3 As to labor force, the increase 
in population of the city of Edmonton and the 
Edmonton area has effected a comparable increase 

: in the labor force, The following table 
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the 1951 census for the city of Edmonton and 
1955 estimates for metropolitan Edmonton. The 
categories are those of the dominion bureau of 
statistics, 

I am not going through them; they 
are on the page before you, You will notice, 
though, if I may draw your attention to the 
table for 1980, of course that is based on a 
population of 00,000, but the fact is that an 
malysis of the two tables would indicate a 
doubling, or the twofold increase, of the 
manufacturing Md ond ale in this area, That. 
would be an economic factor which we should 
mention, and which I think would contribute 
ho a .eventer increase in population in addition 
to that of the age groups which we mentioned 
earlier, 

It. is therefore not surprising 
that, over the past four years, and perhaps 
éven in the past decade, the. more noticeable 
gains are in the categories of ofl and Bas, 
manufacturing, construction, trade, and services s 
the latter being a broad designation including 
government, health, education, hotels, 
restaurants and others, If we assume the 
continuation of the present proportion of 
labor force, the future city of 00,000 eek 
have about 166,500 available for emp Loyment, 

If we make the further assumption that future 
oil and gas development will not require a 


larger force than presently utilized; and that 
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while residential construction will decrease, 
commercial and industrial construction will 
continue so as to retain the employment of the 
present force, trends in the various categories 
suggest an employment pattern similar as indicated, 

In these estimates, the categories 
of electricity, gas and water, transportation, 
trade, finance and service, have retained their 
proportional position in the labor foree, The 
employment totals of mining and construction 
have remained about the same as the present but 
manufacturing employment has more then doubled, 
.In this latter respect we point to an increase 
of almost 85 per cent in the past | years as the 
justifieation for such 4a prediction. We feel 
that future development of primary industries 
and subsequent secondary developments will 
create this employment, 

The Eqmonton of 1980, we are 
confident, will remain the centre of Canada's 
great northwest, a metropolis of more than 
00,000 People, the focus of a balanced 
agricultural, industrial and commercial 
economy, a community going forward with Canada 
to help the dominion to maintain and to ensure 
its place of prominence in world affairs, 

The fore going information indicates 
the difficult problems, perhaps of a4 somewhat 
Special nature, which this community now faces 
and must face in the future, No doubt you will 


find throughout Cm ada many municipalities which 
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have to meet similar problems and others which 
have problems of a different kind but equally 
difficult to meet, 

The point I would like to 
mention here is the fact that we are growing 
at an abnormal rate, This is caused chiefly 
by the economic expansion, This economic 
expansion is costing the taxpayers of Edmonton 
a large amount of money. It is costing them 
at such a rate that it is quite difficult to 
foresee just how they can continue to provide 
the extensions of these servies without 
seriously jeopardizing the credit rating of 
municipal borrowings. There is no doubt as 
to that. 

In other words the municipal 
level of government here in this city is 


certainly shouldering a very important cost 

in the development of a gross national product 
for Canada, It is a cost which is in 
proportion perhaps larger, relatively speaking, 
than you will find in most other places in 
Cenada, 

There is, however, one problem which 
is common to all municipalities in Canada and 
that problem concerns the relationship between 
the municipality and the senior governments, 
with all this implies in relation to taxation 
and function which, in turn, is of vital 


importance in any study of Canadian economy. 
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There is no doubt that any capital expenditures 
a municipality makes in the improvement of 
services assists in providing the facilities 
necessary to increase the gross national 
product, which we seem to regard in Canada as 
being the yardstick of our progress and 
development from time to time, 

You are doubtless aware that, 
consistently throughout the years, municipal 
governments everywhere in Canada have contended 
that they were being required to assume burdens, 
such as education, social welfare, including 
pensions, health and hospitalization, indigent 
relief, beyond their capacity to meet from 
the limited municipal tax base, primarily 
derived from municipal taxation of lands and 
buildings, In all provinces of Canada, 
commissions and boards of inquiry have been 
appointed from time to time to inquire into 
provincial-municipal relations, and I believe 
in every case the contention of the municipalities 
was considered well founded, While the senior 
governments, in some degree, have tried to 
meet the problem -- some provinces by widening 
the tax base to permit municipalities to 
collect income tax, sales tax, amusement tax, 
etc.; other provinces by way of increas in 
grants -- but in general, it may reasonably be 
said that this problem has been dealt with on 


a patchwork basis, 


We as a municipality, and I may 
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say that I am speaking also as vice-president 
of the national association of municipalities, 
feel that one field in which the federal 
government can perhaps relieve the municipal 
authorities is by exempting them from paying 
sales tax on municipal purchases, We do not 
think it is right that the senior level of 
government should tax the most junior level of 
government on the purchases it makes to serve 


the people who pay the taxes to all levels of 


government, 


THE CHAIRMAN: Would you feel 
differently if you were able to tax the 
senior levels of government on their buildings 
in your cities? 

MR. HAWRELAK: We think there is 
a principle involved, and they are two different 
principles, We think the senior levels of 
government ought to pay taxes on their buildings 
because there is a service which is provided 
to those buildings, If they do not pay, of 
course the burden is heavier on the people 
within the community. 

The sales tax feature is sanething 
else again, It is something which they have 
already exempted the provincial governments 
from, when the provincial governments purchase 
goods for services within the provinces, 

We do not see why the municipal 


level of government should be taxed in that 
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particular way. That is our view, municipally 
speaking, throughout Canada, We have made 
presentations to the federal government, and I 
feel that in fairness to them I must say that 
we have made a little progress, They have 
indicated this by exempting one or two items 
of purchases, especially in connection with 
civil defence; but there is room for that 
principle to be enlarged and broadened, and we 
think in the main there is a principle 
involved of one level of government giving 
sorvice, because they do not give us a 
service in collecting the sales tax on our 
purchases, certainly not the service which we 
give them when we ask them to pay taxes on 
their property, They are getting something 
from us for nothing. 

THE CHAIRMAN: What does it mean; 
What does it amount to in total? 

MR. HAWRELAK: The sales tax 
feature? 

THE CHAIRMAN: Yess 

MR. HAWRELAK: I don't know, As 
far as we are pommened in Edmonton, about three 
years ago it would mean about $350,000, What 
it means nationally I cannot Say, although it 
would not be too difficult to make an estimate, 

The municipalities consider that, 
whatever assistance has been given, has not been 


adequate, and they contend that the problem should 
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be dealt with as a whole and on a proper 
basis, namely a fair distribution of the tax 
dollar as between the three levels of government, 
federal, provincial and municipal. 

| It is in this respect, that I make 
some special observations, It was my privilege 
to have been appointed as the municipal represente 
ative from Alberta to attend the dominion- 
provincial conference on tax rental agreements 
held in Ottawa October 3, 1955, I attended the 
conference in that capacity and after hearing the 
proceedings I feel that there is considerable 
analogy between the subjects discussed at that 
conference and some of the subjects with which 
your commission has to deal, For this reason 
I would like to quote certain statements made 
by the Prime Minister and the premiers of the 
provinces at the said conference, 

If I might go back to the question 
of sales tax for a moment, when we speak of 
senior governments, or governments paying taxes 
on their buildings, we mean the provincial and 
federal governments; all the senior governments, 


I would like to make sure I made that clears, 


Prime Minister St. Laurent stated 
that the objective of the tax rental agreements 
is to make it financially possible for all the 
provinces, Whatever their tax base, to perform 


their cons titutional functions themselves and 


to provide a reasonable Canadian level of 
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provincial services without an abnormal burden 
of taxation. 

The important position of 
municipalities in the Canadian democratic way 
of life and in the national economy was 
recognized by the Prime Minister and by all the 
provincial premiers, In this connection, 
while dealing with federal investments and the 
growth of Canada, Prime Minister St. Laurent 
said: 


"Quite considerable sums 
will have to be invested in the 
growth of Canada in the next few 
years. The proper financing of 
this growth will require the ! 
maintenance and development of (a 
sound and effective revenue 
system for all levels of 
government.eco." 

"We realize, too, that the 
Canadian people demand more of 
their provincial governments and 
of their municipalities, It is 
these competing demands for | 
expenditures which lie at the 
centre of the problems we must 
consider, I turn now to the 
question of fiscal arrangements <== 


the heart of our problem, It 
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‘ arises, fundamentally, from 
the fact that the public now 
expects both levels of government, 
to do things which require high 
taxes, The people expect and 
demand =-- and are willing in 
the last analysis to pay for «<- 
some basic minimum of public 


services in all parts of Canada." 


All provincial premiers stressed 
the imporance of municipalities in the Canadian 
system of government and in the Canadian 
economy, but I refer particularly to the 
statements made by Premier Frost of Ontario, by 
Premier Duplessis of Quebec, and by Premier 


Manning of Alberta. Premier Frost stated: 


é 
"Provincial and municipal 

activities are adding, and will 

continue to add, greatly to 

Canada's gross national product, 

and that all revenue. sources which 

can be adjusted to the needs of 

the provinces and the municipalities 


are of importance" 


and that he believed that 
"in the days ahead the provinces 
and the municipalities will be 


the right arm of development and 
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expansion and that their fiscal 
strength will add immeasurably 
to the fiscal strength of our 

country and to the revenues of 


all levels of government," 
Premier Duplessis said: 


"The first question on the 
agenda is the problem of federal- 
provincial fiscal relations; in 
other words, the equitable and 
appropriate division of federal 
and provincial revenue sources, 
The vitality and progress of a 
genuinely national harmony as 
well as the development of Canada, 
of the provinces, of the municipal 
school and parish corporations 
are intimately connected with the 
solution of this financial problem, 
and further, that attention should 
be focused on the serious problem 
facing municipal corporations and 
also school and parish corporations, 
Their sources of revenue are 
decreasing proportionately to 
the increase of the federal 
sources of revenue, Ottawa today 
is taking more than 75 cents of 


each dollar paid by the Canadian 


. Veal ear 
<5 P ca. ian , 


* hve tebe 2na. bos ooga _ see Py: 
‘Videmumeaimt bbe Lite danente yauke : 

(mu agate Leoett edt ot 

| lo, sesmevet sit of. baa yrdeeras = 


" toenrtevog to. efevet. [fs 


a, | bine aleaolgnl 1s tert 
acid. mo cottienp det? edlt .... 
), “fetebet to meidorq ad? et 2haepe | 
i nt ¢eooltafer Isoett Catocntivoig 
_ bite eldsdiupe esd gtirrow cterivo 
| [avebet to molefviIh eteitqoerqgs 


r seeonmvoe sieve [stonfvon baa 
a Lo veerge7g Drte TEESE EY edit 
4 


q es wiomisd [eanciven Ylentivites 
; eBbened to shave sicitechdeg eds ea [few 
" faqiotamm add ‘to ,nedntvotq edt ‘to 
srottasoqion defrag bart oerice 

eit dé¢tw betesnaes yletani¢al eas 


 ymeldorg L[afeousnit etdd %o noktuLoe 


, 
, bleonte noltretta tated preidua') bas 
: meiderq esolven aft oo beavoot ed 
| bose saolinxooros [eqtotaum grtost 
“Wgenoltanoqitos deftaq bite Loocdor oele 
, ers sucmevet to eeottos «ledT 
ot yietsmokttogerq gatesetoeb 
favrehet eft to sesetomt edt) 
yebot svadgiO ,etrreve't 4a esotioes 
to efaes @f mad? etom giidad el 


aeibeane? edit yd btac tellobd dose 


- 2152 - Mr. Hawrelak 


taxpayer, leaving to the 
provinces and the provincial 
public corporations less than 

25 cents of each dollar. Let 

us always remember that municipal 
corporations and other public 
corporations of a provincial 
character form an essential part 


of our democratic way of life." 


Here I also refer to page 3 of 
the Manitoba provincial=municipal committee report 
issued in 1953, where table 1) shows the increase 
in the total of all taxes levied in Canada (1939- 
1951) and the division thereof between the 
three levels of government. 

I have not the 1931 breakdown of 
what happens to the Canadian tax dollar, but as 
I recall it, it is as follows. In 1931, out of 
each dollar a Canadian paid in taxes, the federal 
government received 0 cents, the provincial 
government 20 cents, and the municipal 
government 0 cents. In other words we and 
the federal government had about an even break 
in 1931. 

In 1951 the story is different. 
The federal government received 70 cents of that 
dollar, the provincial government received 19 
cents of that dollar, and the municipal 


government received 11 cents, We lost heavily 
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in that deal, from 0 cents to 11 cents in that 
period of 20 years. 

THE CHAIRMAN: I do not suppose 
you would suggest that that form of arithmetic 
is the only one by which to make these 
estimates. There are obviously expenditures 
which the federal government has to make these 
days which they did not make before the war, 

MR. HAWRELAK: We are not question-~ 
ing that at all; we are just outlining the 
position. 

THE CHAIRMAN: Just dealing with 
percentages? 

MR. HAWRELAK: That is right. 

THE CHAIRMAN: Very well, as an 
exercise in percentages; we will take it that 
Way e 

MR. HAWRELAK: I may refer you 
also to the percentage increases in the dollar 
volume from 1939 to 1951. It looks as 
though the federal government received a 
sevenfold increase; the provincial government 
received a threefold increase and we received 
a onefold increase at the municipal level, 

I hope we are not conveying a 
picture of the federal government receiving 
money for which we are not getting service, 
That is not the point at all. The point is 
that, as I hope to bring out in my summary, 


we have had certain responsibilities to start 
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with, as municipalities, These responsibilities 
were increased and: broadened, but the tax source 
to meet them was not broadened in the same 
relationship. We think that is the crux of 
the presentation we would like to leave with 
you. 

In his address to the conference, 
when dealing with the rapid economic expansion 


of Alberta, Premier Manning said: 


"It is only fair to point 
out that the impact of the rapid 
economic development strikes 
very heavily at the level of the 
municipal government. There 
are necessary additional 
expenditures in the way of 
highways, bridges, buildings 
and so on, but the municipal 
governments feel the impact of 
the growth of their communities 
which forces them to make 
unavoidable capital expenditures 
which they can only make by 
greater provincial assistance 
because their own sources of 
taxation, limited as they are, 
are I think right across eens 
up to the maximum figure that 


they can go," 


somos xad i 2 tod \benebs ond. Saarbedbetodt exon 
"7 omen etit at hemebaond Yor ‘ssw medt doom of 
Qo xuTo edt at tact siatdd oW yqtdedotd ster 


; dithw evsel ot evil bleow ew aoltetneserq edd 
: | PEE Ce FO Wie Pe! | oe me ee 
i slisiaiilon hayabd: lemma pected 
no taniqee oiedooe biaay edt dsl yaktae’ aati 
; tblee an 8M ious adzedIA 
| wy ee pom lie fe vars ae 
| tateg of ate? aha at am eS town 
bigat edt to dosqmt ody tadd ayo 
collet: taemgofeveh olmomose =... 
ett Io Level edt ta pltvecd wey 
oredT staonarevoy, Laqko Les 
| fscotsifbs ~rasescen eT8 vite Gong 
to yaw edt af eed thboegxe 
_agatbiind .segbied .eyowdg td 
: Legis tessa end Sard «0 08 bots 
| to tosqmt ads feet atnemnrre voy 
melitasimmoo tLledt to dtwory edt, 
: exam of madt keatot dotdw 
seurtibaeqxe Isetiqas eldabliovaay 


‘yd stem elmo oaeo yer dotdy 
eonetelecs Iatonivortg t¢etsetg 
lo seowoer mo sted? eessced 
.ots yet? as hedinil ,moltaxst 
‘@benso aeosos toiutt aatds I eve 


tsdit etsgit mumixem eit ov gy 


"Ox cao vodt 


~ 2155 -= Mr. Hawrelak 


From the foregoing quotations, it 
seems clear that the senior governments recognize 
the importance of municipal governments in our 
democratic system; in their contribution to the 
gross national product, and in our Canadian 
economy, and that the present municipal tax 
base is insufficient to enable municipalities 
to perform their proper function in relation 
to modern demands. 

I bring this to your attention 
because we hope that the principle of the fair 
and equitable distribution of the tax dollar 
among all levels of government in proportion to 
the part which each is required to perform will 
be adopted and put into operation throughout 
Canada as soon as possible, 

It is believed that everywhere 
in Canada the greatest burden upon the municipal 
tax base is that of education, but I also point 
out that the burden upon municipalities of 
meeting expanding social services is also 
increasing, particularly in the field of 
health and hospitalization. In this connection 
and for the information of the commission we 
attach revenue and expenditure statement for 
1954, as schedule c, showing, for instance, 
that school requirements constitute 27,33 
per cent of the total municipal expenditure, 

Another feature which disturbs 


municipal authorities is that which may be 
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called the matching grant system. To illustrate 
this feature, I mention in the case of the 
federal government the offer to pay an equal 
share with the provinces of the cost of 
providing hospital bed accommodation; and in 
the case of the province, the offer of the 
provincial government to pay an equal share 
toward the cost of establishing a system whereby 
citizens can obtain which is generally referred 
to in this province as "dollar a day" public 
ward hospital accommodation. In these cases 
the purposes are obviously of great social 
benefit, but the municipalities are not 
consulted before the legislation is considered 
and are placed in a position where it ig 
Mifficult not to accept the offer, and yet to 
do so puts an added burden upon the Overloaded 
tax base, It may further be added that such 
equal share offer does not coincide with the 
Share of the tax dollar mentioned by Premier 
Duplessis and as indicated in the extract from 
the Manitoba brief. above quoted, 

Another feature of the grant 
system, including some grants which start as 
&@ species of matching grant, should be 
mentioned, because in some cases the government 
contribution is not increased in Proportion to 
the increase in the cost of supplying the 
Service, For instance, the provincial 


government established grants toward the cost 
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of hospitalization, After the grant was 
established the hospital per diem rate increased 
but the provincial grant still remained the 
same, with the result that the municipality 
had to meet the increase in cost. In 195h, 
this increase in cost in all categories of 
hospital patients to which the city had to 
contribute totalled $101,)67. This discrepancy 
has been to some extent overcome by an increase 
in 1955 in the provincial contribution toward 
hospitalization from 50 per cent to 60 per cent. 

A somewhat similar situation arose 
in connection with the dominion-provincial 
government grant toward the cost of hospital 
bed construction, When this grant was first 
established construction costs were at a 
certain figure, These rapidly increased, but 
the SATE eee contribution remained 
fixed. The city was glad to obtain from the 
dominion-provincial government grant a 
contribution toward the cost of the construction 
of the Royal Alexandra maternity wing; nevertheless, 
because of increased hospital construction costs 
which had occurred since the establishment of 
the dominion-provincial government contribution 
and the time of construction, the city had to 
assume the whole of such increase, 

It is of course realized that if 
costs had decreased, the situation would be 


reversed, but under present circumstances such 
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reverse situation seems unlikely to occur, 
However, if grants were based on a fixed 
percentage then both parties would share in any 
increase in cost and would equally share in 

any decrease in cost, and any irritation arising 
by reason of one party having to absorb an 
increase in cost would disappear. 

If I were to briefly summarize 
what we have tried to convey to you in this 
brief, I would repeat what I have said earlier3 
that we realize that the municipal level of 
government is a government under the 
jurisdiction of the provincial government. When 
we approach the federal government from time to 
time on matters that we think are federal, we 
also appreciate the difficulty the federal 
government has in dealing with municipalities 
directly because of the fear of encroaching 
on another jurisdiction, 

Nevertheless we feel that the 
municipal level of government must be a 
recognized level of government. We fesl patoo, 
that perhaps of all levels of government the 
most important is the municipal level, 

You would not call me prejudiced, 
would you; but it is the first level of 
democratic government dealing with the every 
day problems of its citizens, It is closest 
to those citizens, It is in more direct 


contact with the citizens it serves, 
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So I think in our Canadian way of 
life there should be no doubt that the municipal 
level of government is a necessary lewels: it is 
an important level of government, Tt must have 
responsibilities, which it has; but equally it 
must have the financial wherewithal, ths 
financial resources, with which to meet those 
responsibilities, 

We think that because the major 
source of revenue for the municipal level of 
government is property taxes, and that because 
in the last few decades the wsponsibilities of 
the municipal government have been broadened 
and increased, not entirely by the invitation 
of the municipal governments, that the end 
result now is that these responsibilities are 
there; these charges and costs are there, and 
if we are to meet these costs we can only 
increase the taxes on our property owners, 

We believe the optimum has been 
reached in that regard, and that there are some 
charges we make, some payments for See 
Services, that ought not to be properly charged 
to property taxes, 

So, equally as important as are 
dominion=-provincial government conferences, we 
believe that throughout Canada the municipal 
level must be recognized, and perhaps there is 
room and need nas new look into the field 


of where the municipal government really is. 
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Maybe there is room for a reappraisal of ‘the 
various functions and responsibilities of the 
municipal government, to make certain that in 
the new look, the new appraisal of functions, 
the financial resources are there to make the 
municipal level of government autonomous, 
because I think it must remain so, I think 
there is no doubt that we should not allow 
this level of government to slowly drift away 
to a point where it is controlled by ancther 
level of government in fields which it ought 
to occupy. 

Perhaps it is time wher with 
the concurrence and consent of the provincial 
governments of Canada, and with the consent 
of the federal government, we should become 
a party as a municipal leyel of government to 
a tripartite confsrence to sonsider some of 
these fields of responsibility to see where we 
do fit in and where we might get adequate tax 
resources to meet these responsibilities, 

We in this particular municipality 
have been growing at an abnormal rate, This 
has caused high costs and burdensome costs 
upon our taxpayers, We have had a problem of 
expansion. I might add that it is a good 
kind of problem to have, a problem we look 
forward to having in all municipalities, 
Nevertheless it is a problem, 


There are problems that are bad problems, and 
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of course they are quite different, Thishs a 
good kind of preblem, but it it still the 
problem of finding the requirements to meet it, 

I think there is need for ree 
allocation of these responsibilities, and that 
bhere is need and a very genuine requirement 
onthe part of our municipality to continue to 
receive capital grants for certain capital 
improvements, because of the nature of and the 
need for those capital improvements, which are 
due to the rapid expansion of our economy, 

| It is also necessary to see that 
any capital funds required, which are not 
given to us in the nature of grants of 
assistance for a particular capital construction, 
should be provided to us at a low cost, I am 
going to give an example of what happens 
elsewhere, not because I am in agreement with 
it but to indicate the impertance of making 
funds available for capital expansion, 

In the United States, as you 
know, the income derived from municipsl bonds 
is income tax-free, Personally I am not in 
favour of that, but I am only mentioning it 
to you to indicate that they do recognize the 
need of low cost money for municipal expansion 
in the United States, 

We believe that likewise in 
Canada there should be provision made for low 


cost money, In our province here we have been 
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very fortunate, due to the oil expansion, in 
being able to obtain these capital borrowings 
from our provincial government since 1951, as 
I have indicated, Whether we can continue 

to obtain them at the same rate for the next 
several years, no one can really tell, because 
the provincial government can only lend the 
funds if they have them, We pay an interest 
rate which is not high, but it is something 

we have to return, 

In speaking of the municipal 
levei of government generally throughout Canada, 
it appears to me that there is need for 
something to be done on a national basis, 
Perhaps it should be the reenactment of the 
capital improvements act of 1938, which is 
still on the statutes of the government of 
Canada. That may need some amendments or 
some changes to meet the needs of 
municipalities in Canada as a whole, 

These are some of the 
observations and conclusicns which, on behalf 
of the citizens of Edmonton, I would like to 
leave with you, 

I hope that the information and 
observations contained in this brief will be 
of assistance to you, 

We realize how difficult and complex 
your task is and also that your findings and 


recommendations will have a great influence in 
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guiding Canada's economic future. We hope 

and believe that you will have due regard for 
the important place which Canadian municipalities 
occupy in our system of government, in the 
part they contribute to the gross national 
product and in the economic life of Canada; 
and that, bearing in mind the position of the 
municipalities and other factors, you will be 
enabled to achieve that solution of the 
problems which will ensure to all our citizens 
an equitable share in those increasing social 
and economic benefits which our Canadian 
economy seems destined to achieve in the years 
that lie ahead, 

All of which is respectfully 
submitted, gentlemen, 

THE CHAIRMAN: Thank you very 
mach, Mayor Hawrelak, We will mark your 
brief Exhibit 56. | 

I think there are probably some 
questions that each of us would like to ask, 
but perhaps I might begin on the question of 
capital requirements, It is clear, perhaps 
not in a city the size of Edmonton, that it 
is difficult for some municipalities to raise 
their own capital funds. Some of them cannot 
raise them at ails; others would have to pay very 
high rates of interest, In your case you have 
worked out this system of borrowing from the 


province. What rate of interest do you pay, 
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and what are the terms of repayment of the 
borrowings? 

MR, HAWRELAK: The maximum is 20 
years now, and that carries an interest rate of 
+ per cent, The shorter the term the lower 
the interest rate, I think the minimum is 23 

per cent for a 5 year period. 

THE CHAIRMAN: We have heard, and 
you mentioned it again, that one solution might 
be for the federal government to provide capital 
funds for certain purposes, Do you feel that 
it is a better solution for the federal 
authorities to provide funds to municipalities, 
rather than have those funds provided from 
provincial government sources? 

MR. HAWRELAK: Well, in my own 
opinion I do not think the federal government 
will provide it from their own resources, TI 
think they will ask the provincial governments 

in each case to puarantee the repayment of 
municipal borrowings. But I think there is 
something to be said for having the federal 
government make provision on behalf of all 
provincial governments to enable the respective 
municipal units to borrow money from them, 

THE CHAIRMAN: But being guaranteed 
and therefore supervised by the provincial 
government? 

MR. HAWRELAK: I think there is 


no question as to a requirement of that kind, 
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THE CHAIRMAN: The federal 
government could not be dealing individually 
with every municipality in the country? 

MR. HAWRELAK: No, I do not 
think it is right. I think it ought to be 
through the provincial government. 

THE CHAIRMAN: And apart from 
that, I suppose the municipal organization or 
the municipal set-up differs from one province 
to another; and as you say, it would seem to 
be logical that it should be done through 
the provincial government, 

MR. HAWRELAK: That is right. 

THE CHAIRMAN: On the question of 
current revenues you mention two things, the 
sales tax and the desirability of mmicipalities 
being able to tax provincially and federally 
Owned properties, In addition have you any 
specific suggestions as to what additional 
revenue sources the municipalities should 
have? 

| MR. HAWRELAK: Well, we rather 
feel that some of the fields of responsibility 
which we now have should be relinquished in 
favour of the province, 

THE CHAIRMAN: Which fields of 
responsibility should be relinquished? 

MR. HAWRELAK: In my opinion the 
social welfare cost is a good field which the 


province should take over, and we think the 
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municipality should be relieved of hospital 
costse 

As president of the union of 
Alberta municipalities I have made several 
references to that in the last several weeks, 
indicating that in my Opinion the patient 
receiving some of the hospital service should 
be required to pay, but we do not think there 
should be municipal participation. 

THE CHAIRMAN: That is really 
what I wanted to get; that you would favour 
rather a transfer of responsibility for some 
of the services to the paying a, authority, 
rather than the allocation of additional tax 
sources to the municipalities? 

MR. HAWRELAK: It may wadetbe 
that after very careful and thorough study 
it may require some of both, It may require 
an additional revenue source and also the 
relinquishing of some of the fields, 

THE CHAIRMAN: On the question 
of fields there is one very important field 
for which -- I do not know what the system is 
here, but certainly in Toronto the municipality 
collects the taxes but it has no control over 
What the amount of money may bee I refer to 
the field of education. You are not suggesting 
that this is a field -- or are you suggesting -- 
which might be transferred to the province? 


MR. HAWRELAK: In fairness to our 
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provincial government I must say they have come 
a long way in 1955 in meeting the tax burden 
on account of education. I think they have 
attacked the problem quite squarely and have 
come a long way in their 1955 budget to help 
meet the cost of education in the 
municipalities, 

MR. GRAUER: Aside from the 
question of the pressure of municipal revenues, 
do you feel the provincial government could 
better administer social welfare and hospital 
functions within the province? 

MR. HAWRELAK: I think they can 
administer it well. 

MR. GRAUER: Just as well? 

MR. HAWRELAK: It is a matter of 
opinion, 


THE CHAIRMAN: It depends on the 
municipality. 


MR. STEWART: I have just one 
question with reference to your suggestion 
regarding funds provided through the federal 
government for capital expenditures, I would 
Suspect under those conditions that the volume 
requested at any one time could very well 
appear excessive, What sort of arrangements 
do you visualize for the rationing of capital 
funds under these conditions? 

MR. HAWRELAK: Well, I think that 


would be something the provincial government 
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must determine in dealing with their own 
municipalities, I can visualize that in the 
case of Edmonton having. need for these vast 
sums of capital moneys, the provincial 
government undoubtedly will be cognizant of 
the need. When you start paring down the 
requirement, ase are certain things you 
can get by without and certain things which 
you must have, which are essential, It will 
be up to the provincial and municipal 
governments to determine, 

In the province of Ontario they 
have what they call the municipal board, Any 
municipality desiring to borrow goes to this 
board and says, “Here is what we require" and 
the municipal board, something like our ow 
public utility commission here, considers 
and discusses and investigates the need for 
that capital borrowing, and they approve it 
or otherwise, When they have approved it, 
that would seem to indicate that that is the 
kind of money that municipality should borrow. 

In other words you hye be 
able to convince other people of your need, 

I do not think it Should just be a case of 
wanting; it should be a case of needing, and 
you should be able to convince these people 
with whom you are dealing that you need it, 

I cannot see anything else, It 


may well be~that some provincial governments 
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will require larger sums than others, but if they 
guarantee the repayment of the sum to the 
federal government, it will be just one of those 
things that are required, 

THE CHAIRMAN: The guarantee would 
insure the repayment? 

MR. HAWRELAK: I would think so, 
I definitely think it would, because there will 
be a tendency on the part of the provincial 
government to be careful and cautious. 

THE CHAIRMAN: Thank you very much 
indeed, You have given us a very good brief and 


a lot of good ideas, and we are most grateful 


to you. 
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---ReECeSS¢ 


~-eAfter recess, 


THE CHAIRMAN: The next brief will 
be the submission of the Alberta division of the 
Community Planning Association of Canada, which 
will be presented by Mr. Gertler, We will mark 
this brief Exhibit 57. 

MR. GERTLER: Mr. Chairman and 
members of the commission, you will observe that 
we have taken as our text the questions which 
the chairman of this commission has himself 
raised, as we feel that in those questions the 
major issues in urban development in the next 
period of years have been raised, 

I shall not dwell too much on the 
first section of our brief, dealing with 
population growth, because this obviously is a 
matter which requires statistical analysis; 
and in the type of brief we have prepared it 
has not been possible to do that. So I feel 
our views on this subject are perhaps not as 
Valuable as they may be on some of the other 
aspects, 

That is so, except to Say that 
in looking at the positive and negative factors 


determining growth in the urban centres of 
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Alberta, particularly in the major cities, it 
does seem to us that for a long time we are 
going to be faced with the typical problems 
of rapid urban development, 

Concerning the location of 


industry, the question was asked: 


"Would it be better to 
try to encourage industry to 


decentralize?" 


We have considered this question 
in two different contexts; in the context of city- 
centered regions, and in the context of the 
province as a whole, 
\ Industry is the major generator 
of urban land uses and so, in the second context, 


the question posed becomes, from our viewpoint, 


reformulated as follows: 


"Will more efficient and 
satisfying enviroments result from 
the further concentration of industry 

and population in our large 
centres, or from the dispersion 
of some of the expected industry 


to smaller centres?" 


There is much to suggest in the 
history of urban development that size is one 


of the factors determining the cost and quality 


of life in cities and towns. It can be 
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demonstrated that the per capita cost of 
government increases as the size of cities 
increases, that problems of traffic, parking, 
housing supply and of integrating the 
functional parts of communities are intensified 
as cities grow, From these facts has enexped 
the double-edged concept of optimum growth, 
implying on the one hand an attempt to define 
and implement by a green belt, a limit to the 
physical extension of the city, and on the 
other hand an attempt to locate industry and 
encourage new towns on favourable outlying 
sites within the city-centered region. 

From the viewpoint of the 
province, as a whole, we favour decentralization 
of industry because it is both a means of 
diversifying and strengthening local economies, 
and of equalizing, through the broadening of 
the tax base, urban facilities and services - 
throughout the province, We do not, however, 
hold any brief for forced industrial loc ation, 
at sites which do not meet-the locational 


requirements of any industry, 


"What action needs to be 
taken to redevelop exis ting 


depressed or slum areas in our 


cities?" 


We wish to bring to the attention 


of the royal commission certain special features 
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of the blighted areas cn the limits of the 
central business district, in conformance with 
the typical pattern of the older eastern citiess 
Congestion and physical deterioration in these 
areas has not gone as far as, say, Montreal or 
Toronto, This is due, in part, to the nature 
of the original dwellings, which were mainly 
single family, and in part to the use of these 
areas by a steady stream of new imni grants gerscvx- 
whose rents provide revenue and make possible a 
certain amount of repair and maintenance on old 
houses, There is the additional effect of the 
horizontal spread of oavant business. districts 
due to the sheer growth of the area as a whole, 
and to the limits on vertical expansion in the 
form of skyscrapers, because of proximity toe 
airports, As a result there has been a steady 
Conversion of the fringes of the blighted areas 
to business developments of high quality, 

A second feature of urban blight 
in this province is the widespread occurrence of 
fringe slums, arising out of the spilling over 
of urban development beyond city and tow 
limits in the years before the establishment of 
& province-wide system of town and rural planning, 
While population densities in these areas are 
not high, by slum standards, they contain a 
large backlog of extremely substandard housing 
and substandard community facilities end 


Services, These areas, we believe, deserve as 
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as much attention in the way of rehabilitation 
and redevelopment as the central slum areas, 
The next question concerns the 


pattern of city growth, 


"Will the limits of our 
cities continue to be pushed 
outwards with the building of 
Single unit suburban housing, or 
will there be a shift to multiple 
housing in the central areas =-- 


a building up instead of out?" 


The extent to which cities in 


Alberta will push outwards will depend upon: 


(a) The age structure of the 
population, 

(b) The degree of effectiveness 
of planning administration, 


The building of multiple housing 
in central areas will be determined by: (a) 
The amount of financial assistance for clearance 
and redevelopment from senior governments; (b) 
The extent to which assessment and taxation is 
corelated with zoning, and (c) the particular 
pattern of growth toward which our cities are 
striving, 

If, for example, in the Edmonton 
area we are successful in achieving an optimum 


size and of accommodating part of the demand for 
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single-unit housing in new satellite centres, 
then for a number of reasons redevelopment of 
central blighted areas will be stimulated, First, 
if growth is limited on the fringe, developers 
will turn their attention to the rebuilding 
of central areas. Sesond, as the optimum of 
the central city is approached, the population 
is distributed throughout the region, the 
quantitative demands will decline, that is, the 
demand for roads and sewer and water lines in 
new areas, and the city will accumulate capital 
or credit which can be devoted to qualitative 
investment -- the improvement of conditions 
in the older areas through redevelopment, 

The questions raised by the 
chairman of the royal commission suggest a 
concern for the quality of the urban environ= 
ments that will be created, From that viewpoint, 
the unlimited extension of suburban development 
raises basic questions about its effect on the 
urban community as a whole. Given our present 
habits and preferences in the way of housing, 
we must recognize that there will be, for a 
long time, a considerable diversity in housing 
demand, based on age, income, and location 
of employment, In this light, central multiple 
housing cannot be Considered as a complete 
alternative to single«unit suburban housing.” "If 
we are concerned about the effects of suburban 


development, then we must @ive consideration to 
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our basic goals in city and town development, 
and to the forces which determine the over-all 
pattern of urban development, particularly to 


the location of industry. 


"With the reducing length 
of the working week, what will 
be the requirements of the 
population -- and particularly 
of the urban population -- 


for their leisure time?" 


We can visualize a number of 
tendencies and needs arising out of the 
expansion of leisure time, particularly if it 
takes the form of a long week end, 
le City dwellers will not want simply 
more of what they already have, that is, community 
centres, sports fields, museusm, etCe, but we 
may expect an actual change in the demand for 
recreational facilities, For one thing, 
recreation may become more country-oriented, 
With longer weekends there will be a tendency 
for interest in and enjoyment of the countryside 
to grow, and municipalities will have to think 
of providing recreation on a regional scale 
at the sites of lakes, along streams, and in 
other rural locations, Rural municipalities 
may be faced with the accommodation of a great 
expansion in summer cottage development, 
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going to do in the wintertime? 

MR. GERTLER: That is a particularly 
pertinent question for this part of the country. 
2. With more lTeisure time, home 
ownership will increase, The greater scope of 
pursuing hobbies,crafts and artistic interests 
in a home of one's own, will increase the 
interest in home ownership. Or alternatively, 
there will be a demand for recreational 
facilities attached to apartment and other 
forms of multiple housing development. 

36 There will be a greater tendency 
to supplement income by outside employment, or 
by living on agricultural small-holdings,. 

The interest in settling near the 
city on arable land that may be cultivated, 
if necessary, is already evident in the Edmonton 

and Calgary areas, With a shorter working 
week the opportunity for giving proper attention 
to horticultural activities will certainly 
increase and with it the opportunities for - 
supplementary income, The extension of smalle 
holdings development will affect traffic 
patterns, and will create probleme of servicing 
and finance for rural municipalities, Some 
conception of the impact of small-holdings 
is given in a report by the Edmonton district 


planning commission, here appended, 


"How do the municipal 
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authorities expect to cope with 
the increasing traffic 


problems?" 


We wish to emphasize that our 

traffic problem is a product of the relationship 
of land uses in the city. As a consequence, 
basic solutions to the probdlems are to be 
sought, not in the multiplication of 
ingenious mechanical devices, which although 
necessary now we regard as a symbol of failure, 
but in the creation of proper relationships 
between the functional parts of the city. 
Since peak traffic movements arise primarily 
out of the journey to and from work, much can 
be done to relieve the traffic problem if 
housing accommodation in the vicinity of 
localities of employment bears a close 
relationship, in terms of cost and size, to 
the needs of the employee group, Carried out 
consistently, as an aspect of sound comnunity 
planning over the whole urbanized area, in 
new development and redevelopment, this 
approach would eventually result ina 
considerable reduction in the time, cost, 
inconvenience and annoyance of work travel, 
Similar beneficial results would arise from 
co-ordinating the location of closely 


related industries, 
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"Ane the financial 
resources of the municipal- 
ities adequate to provide the 
kind of services that quite 
obviously are going to be 


needed," 


It is our view that while the 
financial capacities of the urban municipalities 
in Alberta, as elsewhere, will depend to a great 
extent on the nature of their revenue sources, 
their economic position will significantly be 
affected by the way in which they are developed, 
There is no doubt, for example, that the 
financial problems of Calgary and Edmonton are 
in some part due to an extensive post-war 
development on the basis of h or 5 single-family 
dwellings to the acre, Each taxpayer has had 
to pay a price for his Space and for a low- 
density development. Because higher densities 
would result in lower municipal costs, there ig 
a great need for some qualified national agency 


to experiment in the different forms of housing 


accommo dation, 


"Will the municipalities 
be able to develop the kind of 
administrative organizations 
and the personnel that will be 
needed tohandle their increased 


responsibilities?" 
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It is our opinion that many of 

the major responsibilities of the municipalities, 
as presently constituted will, in the future 
be beyond their scope, For example, how can 
a city provide new housing for people displaced 
from cleared areas if all the suitable building 
land is outside its limits? How can a city 
provide recreational facilities on a regional 
scale? How can a city provide a ring road, 

essential to the efficiency of its traffic 
system, if the best location of the road 
traverses many political jurisdictions? How 
can a city maintain orderly and economic growth . 
if development beyond its limits seriously 
affects its ultimate size and shape, the 


volume of its traffie mévements, and the 
structure of its aeratus hes How can a 
municipality pressed for revenue-bearing 
assessment honestly decide whether it would be 
better for industry’to decentralize? 

These questions suggest that in 
the period ahead many of the basic responsibilities 
of urban municipalities will be, on the one 
hand, beyond their financial capacity and, on 
the other, will have repercussions, when they 
are met, which go far beyond municipal boundaries, 
For this reason, it appears to us that two of 
the great national tasks of the next quarter 


century must be: be 


1) The reorganization of local 
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government in such as marner that the major 
development problems of city-sentered regions 
can be more adequately solved, administratively 
and financially. 

2) The development of an approach 
to urban problems, at provincial and national 
levels of government, consistsnt with the 
pronounced shift of our population to cities 
and towns, so that in time these governments 
may contribute as much to sound urban growth, 
as our departments of agriculture have 
contributed to the conservation and right use 
of arable land, 

I wish to say om behalf of the 
Alberta division of the Community Planning 
Association that we very much appreciate what 
this commission is trying to do. If in your 
future studies in this province there is 
anything we can do in making contacts with 
appropriate agencies, or supplying information, 
we would gladly do so, Thank you, 

THE CHAIRMAN: Thank you very 
much, Mr. Gertler, We are grateful to you 
for this brief and also for the additicnal 
information end reports with which you have 


v 


been kind enough to supply us, 

MR. GUSHUE: Has the Comnuni ty 
Planning Association of Canada, that is the 
national body, begun to give attention to some 


of these problems which you regard as national 
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in their scope? 

MR. GERTLER: ‘Yes; at least their 
literature is peppered with discussions of 
these problems. I do not know whether they 
have gone much further, 

MR. GUSHUE: You do have meetings 
of the national body from time to time? 

MR. GERTLER: Yes: and the 
association does produce a quarterly journal 
and news letter, both of which deal with 
these problems, I suppose it is a major 
medium of public education on these issues, 

I think that is probably its primary role, 

MR. GRAUER: On page 6, where 
you are dealing with the heading "location of 
industry" you say: 


"There is much to suggest 
in the history of urban 
development that sive is one 
of the factors determining 
the cost and quality of 


life in cities and towns," 


Is there anything much in the way 
of actual proof, or is that more a surmise? 

MR. GERTLER: No, I have personally 
made some investigations into the subject. I 
have, for example, the figures prepared for the 
municipaleprovincial committee of Ontsrto on 


cost of government in Ontario, and it has been 
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possible to group these cities and towns in 
terms of size groups, and then to note the 
relationship between the per capita cost of 
government and, the size of these cities and 
towns; and the curve produced is an upward 
curve. That is, as size increases, cost 
increases, 

MR. GRAUER: That is a per 
capita cost? 

MR. GERTLER: Yes, I also have 
similar figures based.on all United States 
cities of 25,000 people and over, which show 
a similar curve, although the amplitude is 
not the same nor-is it exactly the same in 
all respects, But what it does show is that 
in particular case the cost goes in a series 
of steps which reaches plateaus after certain 
levels and then jumps drastically. A particularly 
drastic jump is in the 500,000 category. 

I realize that the other aspect 
of this question is the service side, That 
is, are these differences in cost simply a 
reflection of differences in services, and I 
think to some extent that is true, and the 
statement must be qualified to that extent, 

However, if you examine the 
question I think you will realize that in the 
nature of things that is not the only 
determinant of this relationship that we have 


found. For example, in this area the provincial 
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department of health, thrattzh investigations 
of the effect of sewage disposal on the 

North Saskatchewan river, have determined that 
with a population of 220,000, which has 
already been reached here, the pollution of 

the river would reach such a degree that the 
city would have to go into secondary 
treatment of its sewage. 

This represents an investment 
of $6 million, which is 2 or 3 mills on the 
tax rates Certainly this is a sheer cost 
of growth, It cannot be said that the man 
in the subdivision is better served by virtue 
of this extra expenditure, 

I think similarly in other 
aspects of municipal finance one can detect 
the results of the sheer burden of growth, 

MR. GRAUER: Would there be any 
difference in the per capita income according 
to the size of the cities? 

MR. GERTLER: I think perhaps 
that is more a function of the local economy 
rather than size, For example, I understand 
that the city of Lethbridge has a high per capita 
income, and that is probably related to the 
nature of its economy rather than its size, 
It would not follow that other cities of 
Similar size would have similar incomes, 

MR. GRAUER: Yes; there is a 


Particular reason for that. There are all 
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sorts of individual considerations which would 
have to be taken into account, In-Ontario, for 
example, I believe there is more diffusion of 
industry among smaller towns in that province 
than would be true perhaps in other provinces, 
which no doubt would influence the situation 
both on the cost and on the demand side. 

THE CHAIRMAN: Thank you very 


much, Mr. Gertler, 
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THE CHAIRMAN: The next submission, 
which we will mark as Exhibit 58, will be a 
brief to be submitted by the Alberta Institute 
of Agrologists, which will be presented by 
Dr. Hilton. 

MR. MILTON: Mr. Chairman and 
gentlemen, it is a privilege for the Alberta 
Institute of Agrologists to be in a position 
to present a brief before this royal commission, 
With your permission I would like to summarize 
the introduction before dealing directly with 
the’ submissions as contained in the bfief 
starting on page 3, 


The professional organization 
known as the Alberta Institute of Agrologists 
is greatly concerned with the future © 
development of the Canadian agricultural — 
industry, and oP course with the degree of 
stability accompanying that development. 
This implies, naturally, a concern with the 
maintenance of the productive capacity of 
our prime dasic resource, the soil, and also’ 
with maintaining an adequacy of water and 
nutrients fe hale the best use of the soil 
resource, 

This seems particularly 
important to our institute, because the 
apparent foed surpluses of the present time 
will almost inevitably disappear and be 


replaced by real deficits as world increases 
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in population occur, 

I have used a point system in 
summarizing this introduction, as follows, 
First, that we anticipate that the agricultural 
economy of Canada will continue to develop 
in terms of the gross national output. Further, 
we anticipate that a conservative estimate of 
Canada's population by the year 1975 will be 
22.5 million, 

The second point is that in the 
recent past our manufacturing industry has 
increased at a rate greater than our 
agricultural industrial development, It is 
anticipated that this lagging development of 
the agricultural industry in relation to the 
manufacturing industry will contine for 
some time in the future, 

A third point is that Alberta, 
alone in Canada, has 20 million acres of 
arable land, land that is potentially 
cultivatable for agricultural purposes, If 
we exclude from this amount three-quarters 
of a million that is irrigable, the remaining 
arable land is not of as high production 
potential as that we already are using, that 
which is already in our agricultural economy. 

We may anticipate future land 
use development to occur in two directions, 
The first of these is an intensification 


within the presently developed land areas, 
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and this can be brought about with higher 
‘input and higher labour uss, The second 
development we might anticipate is an | 
expansion beyond our presently used lands, 
and this is into areas now forested, and 
into the field of increased irrigation 
development, 

Then we think there is a 
likelihood of an increase in meat production, 
because as our population increases, if we 
maintain our present per capita consumption of 
meat a fairly substantial increase in 
production will be required, This may or may 
not take care of our increased consumption; 
and population may or may not take care of 
increased meat productions but it is unlikely 
to take care of our increased production of 
cereal grains which presently are exported, and 
we anticipate a continuation of requirements 
for exporting cereal grains into the future 


for some continued period, 

Because of this requirement for 
exporting an important part of our agricultural 
production, we feel that a reliance on this 
trade may be somewhat awkward as our industrial 
expansion continues and indeed speeds UP o 

For instance, we may no longer 
anticipate a relatively smooth interchange | 
of basic food products and other basic 


resources in exchange for manufactured 
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articles from other countries, Indeed, the 
reverse might be necessary, for our 
manufacturing potential is rigid, and we | 
may find ourselves in the position of having 
to accept possible raw food products from 
countries which are themselves attempting to 
develop their industrial potential, 

Under the heading of capital 
requirements in agriculture we have noted 
the following, 

Since there may be limited 
capital available for investment in agriculture, 
and since it is desirable that the productive 
capacity of our present cultivated lands be 
maintained, new capital investments in 
agriculture should be made on presently developed 
and settled land where relatively small capital 
inputs would result in a comparatively large 
increase in production, The development of 
forest areas, which are generally near the 
economic margin for cultivation, would require 
rather larger capital outlays in relation to 
the pr oduction which would result, Similarly 
the development of irrigation projects would 
also require large capital investments, 
Moreover, the per capita costs of public. 
services would be considerably higher in the 
new areas than they would be in areas already 
settled and this would further increase the 


Capital requirements, For these reasons it 
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would seem unwise to adopt subsidies or 
systems of price supports which would unduly 
hasten the settlement of forested lands or 
encourage premature irrigation developments. 

Apart from international 
commitments involving the immediate 
utilization of certain waters, the expansion 
of additional irrigated acreages in this province 
should be curtailed until the acreage now 
under water is more fully developed. In cases 
where large acreages of irrigated land are 
now being used for grain production, it is 
often lack of capital that is preventing the 
development of a more intensive type of 
farming based upon livestock and feed crops, 
In the case of the most intensive type of 
irrigation farm based upon specialty crops 
there is a lack of opportunity for further 
investment and development because of 
limited markets for the crops which can be 
Crowne 

Such policies should not only 
result in maximum production in relation 
to amount of capital in agriculture but they 
would also have genuine conservation value. 
A great deal of technical knowledge is still 
required to enable the wisest and most 
effective use of the forest ani irrigation 
lands remaining to be developed, If these 


lands are developed Slowly new techniques 
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should be available to farm them more 
profitably. In the meanwhile, they will not 
have been deteriorated by misuse nor would 
their products have further complicated the 
already difficult task of marketing Canada's 
surplus agricultural production, 

With the more intensive develope 

ment of our presently cultivated lands, it would 
appear necessary to have available some source 
of long-term agricultural credit for investment 
in those factors which go to make up a more 
permanent and efficient type of agriculture, 
In some cases this investment may well be for 
breeding cattle or other livestock, machinery, 
land improvements such as drainage, levelling, 
Clearing or buildings, 

Under the heading of alternative 
uses of presently undeveloped areas we have 
noted the following, 

In view of the large wooded areas 
considered to be suitable for farming and the 
continued pressure for settlement, and in view 
of the low productivity of these soils 
particularly in relation to present surpluses 
of farm products, it is felt that the 
development of these forested areas should 
not be undertaken until market conditions 
warrant, In the meantime therefore, 
alternative uses for these areas. should be 


immediately considered, These may become 
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very important by reason cof industrial 
development such as the need for lumber and 
newsprint, and also because of deliberate 
policies designed to develop the recreational 
amenities of forest and stream areas, I 
refer particularly to the development of 
parks, provincial and national, and their 
use by tourists and the local populace, 

It should be observed that proper forest 
management enhances the contribution of 
these areas to developed agricultural lands 
in terms of watershed conservation and ee : 
control of water, Some grazing in the forest 
may be of benefit to farmers on the fringe 
of settlement, 

Forest resources in Canada 
represent products that will continue BS be 
very important exports into the predictable 
future, These resources have been reduced 
rapidly in Alberta by use, by fire and by 
policies that encourage clearing for 
agricultural production, Industrial growth 
and population increase, together with 
expanding export of forest products, will 
result in greater need for such products, 
Present needs, therefore, are for intensified 
forest protection, for enlarged forest 
research facilities and staff, and for the 
establishment of Systematic controlled 


harvesting, The expansion of research into 
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the maintenance and industrial utility of 
forested areas as non food-producing assets 
appears to be particularly urgent. 

The development of stable lumber 
and/or pulpwood industries can be visualized 
as having the salutary effect of providing off- 
season employment for workers in food-processing 
plants and others engaged in seasonal agricult- 
ural fields, as for example in southern Alberta 
irrigation districts, 

This concerned our institute a 
great deal, and we gave some thought to the 
possibilities of combining our concern with 
forest areas with possibly arriving at a 
solution to the development of seasonal labour 
that takes place coincidental with the 
development of certain phases of agricultural 
production, 

This may cail for rather 
careful planning at the policy level, and 
may even make necessary the encouragement of 
forest industries that would be willing to 

operate on a seasonal, in this case a winter, 

| basis, We felt that certain policies coulda 

. be fairly readily developed that would 
encourage such operations, It is suggested 
that this represents a feasible solution to the 
increasing problem of profitable employment 

for the seasonal labour force, 


Under the heading farm labour, 
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we say farm labour cannot be viewed apart 
from the continued tendency toward mechan- 
ization of farming in this country. The 
increased use of machinery tends to replace 
labour which is thereby substituted out of 
the farm production process, AS a result 
both output per man and the productivity 

of labour are increased and it is therefore 


important in the over-all view that this 


movement of labour should be allowed to continue, 


However, some hired labour is still required 
in agricultural production and the supply 

of this labour will partly depend upon the 
extension of certain social security 
measures to this group to the same extent that 
these are now available in other occupations. 
I think it is well understood that they do 
not have access to anything approaching the 
same social security measures, 

At present, farm wage earners, 
both immigrant and non-immigrant, have been 
leaving farm employment, Industrial develop- 
ment has been accompanied by improved working 
conditions, more social security by way of 
pensions, health, accident and unemploynent 
insurance; better housing through low cost 
National Housing Act loans; and more home 
and family amenities through instalment 
buying. The agricultural wage earner, on the 


other hand, has not been provided with these 
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advantages to the same degree and unless proper 
provisions are made for him along these lines 
he will continue to gravitate to industry. 

The farmer will then have to depend upon a 

less experienced,less capable, less ambitious 
type of man for his labour supply. This will 
tend to increase the farmer's cost of 
production, 

Under the heading of agricultural 
research and extension we say that further 
increases in agricultural output and efficiency 
will depend upon continued agricultural research 
and the extending of the results of this 
research to the farm level, The organization 
of agriculture which is based on the family 
Size farm is unique in respect of research 


since this unit is incapable of performing any 


-of these functions for itself, This has been 


recognized and agricultural research has always 
been a public matter as have extension services 
which convey the results of new research to 
the farm level, | 

The efficiency of agriculture 
will continue to be a public concern for two 
peasons, in the first Place, domestic 
consumers are concerned that their food 
requirements should be produced as efficiently 
as possible so that food prices will tend 


to be correspondingly low. In the Second place, 
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agricultural produce will continue to be an 
important item of foreign trade and in order 
to compete advantageously on the world markets 
Canadian farms wiil need to use the most 
efficient and low cost practices that are 
available, 

With regard to farm efficiency, 
it seems safe to assume that during the next 
25 years there must be more emphasis given to 
the management aspect of farm operations. 

The newest techniques of crop and livestock 
production are well ahead of general adoption 
at the farm level, but the techniques of 
combining the various farm enterprises into 
an efficient and profitable unit are less 
well understood, It is suggested that this 
emphasis upon farm management should occur 

at three levels, as follows: 

ms Research, Either by 
diversion or addition, more research resources 
will be required in surveys and studies in 
the farm management field in order to provide 
& sound basis for action, 

Zo Education, At the 
university level, curricula we suggest should 
be amended to provide more training in this 
field, probably to the extent of a major 
course in farm management at the undergraduate 


level, 


3s Extension, Implementation 
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of the above suggestions would undoubtedly 
provide (a) a sounder basis for an extension 
action programme and (b) more adequately 
trained personnel to conduct such a programme. 
At present extension personnel trained in the 
orthodox manner feel inadequately prepared 

in the field of farm management and therefore 
shrink from its applications in extension 
work, i1t is believed that in-service training 
will always be necessary but a more thorough 
academic training supported by adequate 
research will do much to make the graduate 

as confident in this field as he normally 

is in the sciences relating to farm 
production, 

The success of any research and 
extension programme depends upon scientifically 
trained personnel. At the present time there 
are insufficient qualified agriculturists 
to fill the positions in the current research 
and extension programme, At the same time 
the present registration in agricultural 
colleges appears to be inadequate to provide 
for even the present requirements, Since 
future agricultural development will be 
based on many uncertainties, it is suggested 
that the supply of trained agriculturists is 
becoming a matter of concer and its 
implications should be taken into consider- 


ation, 


Bs |. etaupeba 1S hodxoqque gaintett otmebaos 
otaubers edt sism of doum ob {itw dorseset 

qliamon et ea bfott elit ot tebitoo as | 

A ame ot auttelen essretoe edt mt at = 


bas doteeret Yaa Yo avbooue aT 
viisolthinetos mnoqu abrreqeb sineTR Ot g siasabliian "a3 
eredd emt? taceee1q add 3A ~fonnoersq bemtant = 
atelcudvotrge beltifasp dnetol? went ers 
Sotsenet dnenamo end at exotttecq edt I£h14 of 
emit emse edi tA .emmerzjoxq nolsensixe bas 
farutiuoliga nt cofttattetset toeseng ed? 
ebivorq oF otappebant ed of araegqs senel foo 
eonk& .adnesmetivpes gassetq edt meve 107 

ed Iflw taemqoleveb landivoliztgs exén? 
beteoennre el zi ,seltatsdreon Yoam mo bessd 
et etelsutivolume bentestt Yo riqque, edi tadd 
edi base spreosaos Yo xod¢tast 5 goebmooed . 
-teblence otolt news? od bfyorte eno tisotiqat 
«10lta 


. 


_ en ie 7 fe ee 


2 2198 - Mr. Hilton 


In conciusion, our institute 
feels that the important relationship 
between agriculture and the national well- 
being of Canadian citizens cannot be over- 
emphasized. We also feel that increased 
efficiency and stability of our industry 
is basic, and that use of our land and water 
resources should be paramount in developing 
policies relating to the future of agriculture. 

All this, Mr. Chairman, is 
respectfully submitted under the signature 
of our president, Mr. Graham, who regrets 
very much his inability to be here today, 

THE CHAIRMAN: Thank you very 
muchs Oné of your opening premises or 
conclusions was a suggestion that a time 
may come when Canada will have to accept 
agricultural products from other countries 
in exchange for our manufactured goods, 

I may have misunderstood that, 
It seemed to me a new thought, to us at any 
rate. I wonder if you would like to expand 
that a little for us, Do you think we are 
likely to import any great quantity of agricult- 
ural products irom other countries: and if 
SO, when? 

MR. HILTON: Well, Mr. Chairman, 
in the past we have imported great quantities 
of agricultural products, and presumably will 


do so.in the future, Those have been in the 
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form of out of season foods, and foods or 
agricultural products used here in one way or 
another, such as vegetable oils and so on. 

THE CHAIRMAN: We have heard 
two suggestions of the need for protection 
of Canadian agriculture, Yesterday we heard 
the suggestion that there should be a quota on 

the importation of vegetable oils, and in the 
maritimes we heard that there should be a 
restriction placed on the importation of 
potatoes, I would think if the time ever 
came when there was any likelihood of any 
further large scale importation of agricultural 
products, the same requests for protection 
would be heard, IT am just wondering what 
you think of it, 

MR. HILTON: We are certain the 
requests for protection will be heard. The 
fact that we do not mention it here indicates 
that we feel that we are not concerned with 
either requests from local groups or with the 
political implications of such policies and 
trade agreements as might be developed, We 
have deliberately stayed away from that, 
though the implications are there, 

What we do feel is that if our 
manufacturing industry develops to the point 
where it does seem necessary to accept certain 
products, perhaps on no larger scale than we 


are presently accepting them, we should watch 
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carefully our own production potential to see 
that we do not get into serious surplus 
difficulties, 

THE CHAIRMAN: Later in discussing 
price supports there is a sentence which I 
marked == you were kind enough to let us have 
an advance draft of this brief -- which 
reads: 

"For these reasons it 
would seem unwise to adopt 
subsidies or systems of price 


supports --" 
Then you carry ons: 


"=-which would unduly 
hasten the settlement of 
forested lands or encourage. 
premature irrigation 


developments," 


To the extent that price supports 
did not encourage the settlement of forested 
lands or encourage the premature irrigation 
developments, would you have any views about 
them one way or the other; or do you think 
they would automatically lead to that? 

MR. HILTON: .A price Stnnart 
worthy of the name; a support of industry, 
no matter how Small the unit may be, I feel 


must inevitably have an influence on those 
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other factors, Some of my colleagues, and 
perhaps experts in one field or another, may 
have a different idea, 

THE CHAIRMAN: Perhaps we can 
get a little guidance from the pniversi ty of 
Alberta on these matters as we proceed, In 
connection with your remarks about irrigation, 
your views, as you know, are not exactly the 
same as some other views that have been put 
forward to us, 

| MR. HILTON: TI realize that, 

THE CHAIRMAN: We have heard 
views all the way from the suggestion that 
the irrigation projects should be cut right 
down until it could be demonstrated that the 
irrigated lands were needed, and needed for 
the purposes for which they were intended, to 
proposals that there should be a great deal 
more irrigation development, 

MR. HILTON: Well, Mr, Chairman, 
it was on the basis of knowledge on our part 
that you would be receiving certain ideas 
concerning irrigation that we spent a great 
deal of time in discussing and achieving 
unanimity of opinion on this matter. We feel 
that it is quite important, and that at 
relates precisely to the development, for 
instance, of presently undeveloped northerm 
lands which Albert happens to have to a 


greater extent, in relation to its population 
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and area, than any other province. 

MR. GRAUER: You make the suggestion 
that there might be seasonal <= in the sense 
of wintertime use -- use of forests in order 
to counteract seasonal unemployment. Has that 
been given any precise thought, or is that 
a general idea? 

MR. HILTON: I am afraid I must 
say it is a general idea, We do know that as 
irrigation development continues, and it will 
continue, it is highly seasonal, So are. the 
processing industries, which are coincident 
with irrigation; and we were concerned, Though 
the labour force has been absorbed, perhaps 
in a very scattered matter, we were concerned 
that as production increased, then the need 
would be greater for giving thought to orf 
season use of this labour force, 

MR. GRAUER: The need is 
certainly there? 

MR. HILTON: Yes, 

MR. GRAUER: On the point the 
Chairman raised, about your suggestion that 
we might get into overproduction of 
industrial goods and have to take in 
agricultural products, I was not quite sure 
whether you meant products of the same type 
we already produce, or whether it was an 
extension of the things we get now such as 


citrus fruits and SO on, 
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MR. HILTON: We can visualize 
pressures for taking in types we already 
produce, and produce quite economically. 

If the need for exporting industrial goods 
continues, we could visualize that such 
pressures might exist and become great 
enough so that -- well, potatoes are a 

case in point. We already permit reasonably 
easy movement of potatoes from the United 
States into Canada, That is perhaps not 

too good a point, because the United States 
industry is itself in an exporting position; 
but in areas that are not highly industrial 
it might be a case in point. When countries 
such as Australia attempt to develop their 
industry to the point where they are no 
longer likely to require the importation of 
industrial products, they might actually 

try to export theip raw food products, 

MR, GRAUER: of course it is 
& generalization of that particular point 
that I think is already in the minds of 
some of the other countries, that if Canada 
g0es in for a high degree of industrialization 
they will not be able to take our 
agricultural products or our raw products, 


That is another way of putting it? 


MR. HILTON: Yes. We feel it 
may place a curb on our own exports and a direct 


control on our production, excluding our ow 
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population needs, 

MR. GRAUER: That is very 
interesting information, 

MR. GUSHUE: You make the 
suggestion there that large wooded areas 
ought not to be developed. Are you referring 
there to crown lands or privately owed 
lands, or perhaps both? 

MR. HILTON: Perhaps both, As 
it happens, our large wooded areas are almost 
entirely crown lands. 

MR. GUSHUE: What would be the 
modus operandi of preventing development in 
the case of privately owned: lands? Is there 
Some bonus for clearing that could be 
withheld? . 

MR. HILTON: Yes, in some cases 
that is true, Certainly a deliberate policy 
of encouraging settlement of homesteaders might 
be halted appreciably, That has been in 
effect in the past. We feel the time has 
come to look at Such policies very realistically 
and to rather establish by research a sound 
basis for use of the land when it is needed, 
rather than attempt to bring it into use, 
with the large capital outlays involved, when 
increasing the output of our presently 
Occupied lands would seem to be a more 
economic way of handling the situation, 


MR. LUSSIER: We were told in 
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a preceding brief that you have an area of 
about 75,000 square miles of forested land 
in the north, What is the proportion of the 
good farming dand that you could get out of 
that forested area? 

MR. HILTON: May I refer the 
question to one of my colle agues? 

MR. LUSSIER: Surely. 

‘MR. HILTON: Mr, Bowser, would 
you care to Speak to that and give us the 
proportion of our presently forested lands 
that might be of a good arable nature? 

MR. BOWSER: The estimate was 
made in the brief of around 20 million acres, 
For this purpose we divide the province into 
What we might call two areas, the accessible 
and the inaccessible, The accessible is 
where the present settlement is, and it 


totals about 65 million acres each way. 


In that:accessible area there 
is now about 20 million or 21 million acres 
Cultivated, and we feel from the survey 
information we have that there is another 10 
million that can be cultivated, Most of 
that is in the non-commercial forest area, 

Then there is the other 65 
million acres that is out in the beyond, 
That is all forested, and I might say it 
is an informed guess to say that when we 


take out the areas that we know are non= 
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arable -- muskeg areas, very rough lands and 
so on -- and make certain deductions from 
areas that we know, we arrive at a figure 
that there is possibly something in the 
neighbourhood of 20 million acres in that 
area which could be cultivated, 

In other words you might have 
25 million acres out of 75 million that might 
be figured as arable at some future date. 

MR. LUSSIER: Less than 50 
per cent? 

| MR. BOWSER: Yes, 

MR, LUSSIER: You mention that 
perhaps a forest industry might help take 
care of the labour force which is working 
part of the time in the processing industries 
and so on, This would create what I-callva ss 
transient labour force, Aactes as forest 
production is concerned, particularly in the 
east, the tendency is that the transient 
force could be more Stabilized into the 


forest exploitation itself, 


Moreover, we consider that 
for the proper management and treatment of 
the forests, such a labour force should be 
more stabilized: so much so that, as in 
Sweden, for instance, they have a forest 
labour force which works nearly twelve 
months a year in the forests, and they have 


& real forest community, 
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Do you think this would be 
good for your forest exploitation, to get 
that transient labour? 

MR. HILTON: There is one 
important factor that perhaps is applicable 
to our conditions,more so than to Sweden 
or northern Quebec or Ontario or the 
maritimes, That is the inaccessibility 
of many of the forested areas during the. 
summertime, 

I can visualize a skeleton 
crew, or the crew necessary for reforestation 
or for afforestation in relation to open 
areas and road development; but it would be 
essentially a skeleton crew that could 
Operate in many of these areas because of 
muskeg conditions, We require freezing, 
We had an early freeze up this winter, and 
that is why there was a big forest development 
up there, 

The second thing is -- and we 
discussed this matter fully -= that the 
construction industries already have a 
relatively transient force, That is, they 
are working on a project ina certain place 
one month, and six months later they are 
working in another part of the province: go 
there is nothing too unusual about that. 


We felt that year-round employment on a 


acs} snes avonrie ae. wees 2) 
efdsotiqas et eqadreq ttt nodon? tastyagnt 4 
mebewe of Macs Oa \eromty aAORS EAC AHONGD 
ed? qo oltedn0 to Sedenp mreddéiom 20 
ysifidtescooant edt ef taygT ~ cette | _ 
aif gaxdcub neers Beseoiot “eitt 36 Yass to 
ne. he ee 


i Oveag ve 


moteLeve 5 aang nso t 
nottadectoter Tot yrsessoon woo edt to “<7 
ego of nottalet ‘nt noltateero%ts sot 10 
ed Bluow 4t dud {tnenqofeveb bsot Sua eioie “3 
‘pliteo sadd were noteleds & qiisttcesse — = 
to etisoed eaorts oe ost to “yuan at vtanee 


-aalsont? eriuper ew ,enotd tbsoo gees 


Bee 
eb 
tik 


Bae tedalw eidd qu eenete ‘yinee ne bad ew 


dremypoleved fdeorot gid 8 ‘new orodtt cert et tadt = 
ot od? ats a 
( 


ew bas -- ef gatds baoose eT 
edt tat? -- ¢lint tetism aids besevoeth 
B wide ybraetts eolitevbat goktormrteno 9 
vodt et dedT .cor0t tnotenstt qyievissfet 


eoaiq aistzeo s nt soet_org 8 m0 gaidlxov sts 


ere yeit retal adiaom xie bos ,dtdmom eno | 


oe yeomtvorq eit to dtsq “eaizonms at gnititiow 


jade Yrods [steams 099 SUE Oe et erent 
bevormresy tadt tfLet ow 


»¥ ri 


BR ito $ nemo ante 


- 2208 - Mr. Hilton 


relatively transient basis was better than 
stability with no income for long periods, 

THE CHAIRMAN: I have been 
trying to get your president to ask you 
some questions, but he says he has none, 

As Mr. Grauer says, this is 
a most interesting submission, and we are 
very grateful to you. We appreciate all 
the thinking and all the ifteas that are 
behind it, Thank you a much. 

We will adjourn now until 
tomorrow morning at 9:00 o!fclock in 


Calgary. 


At 12:40 pom., the commission 
adjourned. 
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Thursday, November 2 Z - 


CALGARY , Alberta. 


The commission opened its Calgary 


sittings in the city council chamber, city hall, 


at 9:00 aom, 


Present: 


Mro 


WoL, Gordon, Chairman; 
Omer Lussier3 

A.E. Grauer3; 

Andrew Stewart; 


Raymond Gushue; 


Appearances: 


Mayor D.H. Mackay; 
Commissioner J.I. Strong; 
Commissioner D.E. Batchelor; 


Mr. 


Mr. 


Mr. 
Mr. 
Mr. 


Mr, 


ER.He Parsons, industrial 
co-ordinator; 
Lawrence A. Kindt, 
consulting ecoriomist; 

for the City of Calgary, 


PoLo Kartzke, president; 
Ralph Diamond, statistician; 
HeR. Morrman, executive 
committee member; 
for the Canadian Petroleum 
Associatione 


EoD. Loughney, chairman; 
for the Canadian Guif Oil Co, 
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Appearances =~ continued 
Mr, W.C, Whittaker; 
for the Coal Operators 
Association of Western Canada, 
Mr. JE. Brownlee, 9.C.;5 
Mr. LeH. Griffins 
for the United Grain Growers, 


Mr. R.S. Munn, president; 
for Burns and Company Ltd. 


THE CHAIRMAN: Well, gentlemen, shall 
we come to order? It is 9:00 o'clock; the mayor 
is here right on the dot, and we might as well 
start. 

MR. MACKAY: First may the city of 
Calgary express its warm welcome to the members 
of the commissions I am afraid the weather is 
not of the very best, but we hope your stay in 
Calgary will be profitable from the point of view 
of the intorbion you are seeking to gain, and 
that at the same time you will carry away with 
you pleasant thoughts about this city when your 
stay of a day or biol uliteh we feel is all too 
short, is over. We lmow the tremendous task 
which has been assigned to you, and we hope you 
will take away a few pleasant thoughts of our 
foothills city. 

THE CHAIRMAN: Thank you, Mr. 


Mackay. We have received your brief, which we 
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will mark as Exhibit 59, and if you would 
summarize it or present it in any way you would 
like, we would be very grateful, 

MR. MACKAY: Mre Gordon and members 
of the royal commission, Calgary was built on 
the foundation of extreme optimism over the 
possibilities of this part of: the foothilis 
of the Canadian rockies, We look back with a 
great deal of admiration to the visionary spirit 
of the original pioneers, We think of men like 
the then governor general of Canada, the Marquis 
of Lorne, who prevailed upon the authorities 
of his time and asked them to maintain this as 
a mounted police fort long enough to let the 
settlers come out here, because it was the 
intention that a settled community would 
ultimately take the place of the fort. Certainly 
the thinking of those men of those days has been 
justified in the years that have passed, 

But we do feel, as we look at 
our past history and try as municipal officials 
to work out a pattern, that sometimes we could 
wish that the political framework of this 
nation had had as much vision associated with 
it as the men who went about the task of building 
our communities, Out of a spirit of compromise; 
in order to join the various communities that 
went to make up Canada, ultimately we came to 
the framing of the British North America Act. 


We must recall that before there 


e£itdtoot ad? to dueq eidt Yo eottiftdtenoy 
a dtiy voad dool 6W ,aetdoor- matbans) edd to 
‘titkge yismotaty edt of aoltdetimbs to Iseb tsetg 
cult cam Yo ankdt oW .zrecmotq Lantgizo edt To 
elupraM ed? ,absmed Teo Esteties tomrevoy medt ont 
: ecittaontus edd noqr Bel teverg odw’ yemrod 20 
es cid? atedatem of mont bosles brs: omit eld 0 = 
acit tefl ot oavone snot dxo% eoktog bestrwom 2 -. 
edt esw tt oansoed ,ered tuo emoo areftten 2 
ey eT ee eer 
entstre)  sdrot edt to sbate adt ovet yletamttisr 
need ead eysh erodd to mom seotit to gntamidd edt 
sbexesag avant dedi exaey edd xi aie 
ts aool ow es ,fesl ob ow tua 

efatoltte Isqtotam es ytd bne yrotetd teaq avo 
. bivoo ow eemidtemos tant .orst¢saq « dso Mrow oF 


etdés to wxowemert ([sotvifoq ont tedd cdetw 


dtiv betatooses aolatvy doum es bad bed aoltan 
yatbiiad to daad et tuoda omew ofw mem edit aa vf 
rentmorgqmes Io dicige 2 Yo su0 eeeoli ioummos wo 
tad? seltsirumsno eo Prev edt atot of tebto at 
o¢ amen sw rletamitio ,sbane) qu exam ov taew 
woh aobromA dirot deldia® agit 20 gatmert sit 


a 


|. -qepqett eroted gad? {lseer teem eW 


Seow? 


# 2212 = | Mr, Mackay 


could be any Upper or Lower Canada there had to 
be basic communities out of which these larger 
communities could grow; and before there could 
be any development in a féderal sense there had 
ultimately, of course, to be Upper and Lower 
Canada and the Maritime provinces. So we feel 
that today the city has been relegated to the 
position of being the child of the provincial 
authority. 
We do not believe the basis of 


that thinking was strong to start withg and as 


the years have gone by we feel that it is getting 


more and more out of line. We feel that 
municipal leadership and government should be 
a partner in government development, just as 
much as any other form of government; and if 
we are going to eect to hide behind the 
responsibilities of the British North America 
Act we are going to destroy the good that can 
come’ from what the fathers of confederation 
originally intended, 

I am sure as those men sat down 
there in the Maritimes and framed the Act, they 
were not thinking they were writing the alpha 
and omega of government administration in this 
dominion; nor were they setting out in final 
form all the responsibilities that should be 
associated with various levels of government. 
They were trying to give us a framework or 


foundation upon which we could builds; and we 
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would like to suggest, ag mmicipal officials, 
that it is time we built just a little bit 
stronger, and that we recognized the fact 

that the municipal level of government should 
be given its full status as a partner in the 
whole framework, and not as one relegated to 
the status I have already mentioned, of a 
child being responsible to a parent in the 
form of a provincial government, which in turn 
will tell us they cannot handle our problems 
because they cannot get their own settled. 

This matter has come up at various 
times ever since, eat 'all levels of govermment, 
and we are continuing to suggest to Teas 
commission that in the building of this nation 
it is going to be necessary to give consideration 
te thet point. 

To illustrate an outgrowth 
that is coming from the British North America 
Act, one of the fields that sadly requires 
adjustment in the picture of Canada is the 
educational picture we find in this nation. As 
I have said in the brief, we do not have to 
point to other nations necessarily, but I do 
suggest that we can mad consistently statements 
in the press to the effect that in the growth 
of this country we are constantly looking for 
executive leadership. We note that such 
leadership is not coming forward, and we 


naturally have to ask ourselyes why. 
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If we take a look at other nations, 
we find them saying that wherever they can find 
talent and ability they are not going to allow 
the lack of material, resources of the individual 
to stand in the way of that ability being 
brought forward and made useful. As a result 
some of these nations are bringing forward 
some exceptionally fine examples of leadership 
and as a result are building up their nations, 

As a matter of fact I would 
point to a recent experience in Mexico, which 
by all terms of comparison with Canada, their 
standard of living and everything else 
associated with it, we would say would be 
far behind Canada, Yet if we look at the 
University of Mexico and see their theory and 
the theme they are working on, they cone Uae 
we can get the very finest brains of our 
nation to work on the problems of our nation, 
these other things will follow and ultimately 
we will bring up the standards of our people." 

As long as we do not take 
this approach, we do not think we are facing 
up to the situation. We believe we should 
take a long look at this matter of education 
and take advantage of the brilliance and 
ability of our people, rather than approach 
it from the standpoint of plain, cold 
economics. We have a feeling that we will 


be a much better nation if we can develop our 
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educational facilities, and thereby develop 
the brilliance of a great many more of our 
Canadian people, 

That being so, where do we 
start? We say and believe that this whole 
half of the province is having a great many 
of its young people denied educational 
opportunities because we have not a 
university in the city of Calgary. We 
just have the very bare framework of the 
beginning, and we say that if we are to 
wait until Edmonton has completed its well 
rounded out university we could be kept 
waiting for the next quarter century for 
our university, which is so essential and 
without which we are going to have a lot of 
the required leadership denied right in our 
own area, because we must admit that is 
the only way we can look at education, 

If we cannot have the 
buildings in the immediate future, certainly 
some pattern should be developed whereby 
every young man or woman who has the basic 
qualifications could go on to higher 
educations 

They used to give, and in some 
cases still do give, endowments for universities, 
and many universities in eastern Canada got 
their start in that way. Through our 


corporation taxation system we are taking away 
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moneys that in the past might have been used 
for such purposes, so now we say it is very 
unlikely that there will be the endowment 
of any further universities in this nation, 
unless the taxation picture changes. So if 
we do not change our thinking we are moving 
toward a stalemate in Bain dees Ss and it will 
grow very slowly as an economic facet of our 
way of life. I say it was never the intent 
of the fathers of confederation that the 
British North America Act should provide a 
sort of hideaway for governments in 
connection with the responsibilities for 
education. 

I point to another problem, 
in connection with hospitals. I say we are 
moving down the same kind of path in some 
parts of Canada, in connection with hospitals, 
and if we do not grasp hold of this problem 
now it can become another seriously thwarting 
effort to the development of our municipalities, 
because we find that originally people also 
endowed hospitals, In eastern Canada these 
large firms and wealthy families who used to 
endow universities alsoused to build hospitals. 

Here in the west we have two 
provinces that have moved forward into the 
hospitalization picture; but in our own 
province, just to point up the situation, it 


is a pending problem; and it will become more 
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of a problem in other parts of this country. 

We find in our hospitalization 
schemes that we are placing the municipal 
governments in this position; that we are 
looking to them to a very large extent to 
provide the facilities to train the nurses, 
to build the hospitaks,and then to work out 
the cost of the Henrie rendered to the 
public and work that into the municipal tax 
dollar. : 

We have stated, and we place our 
case before you, that there is no way that 
you can honestly associate municipal hospital 
costs with the property tax dollar, The 
municipal hospital service is that which 
pertains to the individual or to the family. 
How can it be argued that only those who have 
the money are entitled to this service? Yet 
on the other hand there are those who are 
denying themselves a great many essential 
things in order that they may become home 
owners. Why should they be saddled with the 
cost of hospitalization, at least beyond what 
would be their own family costs? Why should 
hospital costs enter into the ie sbesnent 
against property? 

| If these things keep going; 
if we do not find an bisewe to the problem 
of education and particularly if we do not 


solve the difficulty of providing higher 
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education in order to provide the leadership 
we are going to need; if we do not find an 
answer to the hospitalization question, it is 
not hard to perceive what it is going to mean 
in the years ahead, when it must cripple the 
chances of municipalities expanding in terms 
of what they should in order to handle the 
pattern of the next 25 years. 

| We are supposed to be building 
up all the facilities that are associated with 
a peanciike), Yet by the time we get saddled 
with many of these services we find our hands 
being tied, and it is time they were untied. 

I wonder if we could take a look 
for a moment at something else that is very 
important to the building up of our nations 
We have a problem that is very close to us 
in this city. We are not asking this royal 
commission to answer all the problems of our 
city from the point of view of industrial 
development, We have an industrial co- 
ordinator; we have a department; we have a 
definite approach to this problem, But there 
are sebics mumoutitelb We things that we as 
a city cannot overcome, and the commission 
can surely give some thought to how these 
matters may be developedse 
We have a problem of freight 

rates. We believe we have to relieve our 


taxation picture, We have to build up the city 
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so it is an economic, self-sustaining unit, and 
something that can progressively look after 
itself, But when we look at western industry 
and say we are going to build, we run right 
smack into the subject of freight rates, 

When we try to study this 
matter and have a look at the documents, we 
find ourselves buried in the network of one of 
the greatest and most fantastic lists of rules 
end regulations that it has ever been my duty 
to even take a superficial look at. Originally 
the freight rates were set iN view of the 
competition of ocean-going vessels, Some of 
the companies, to meet that competition, moved 
into the ocean-going freight business on their 
own, Now, however, we have all sorts of varying 
rates.o 

Without enlarging on that point, 
leaving it in the brief as I have stated it, 
and leaving it to your own knowledge of how 
the situation has progressed, we find that now 
a new reason has been given for various rate 
structures across this country. We find that 
the little truck, that was originally just a 
municipal unit of operation, is now actually 
becoming a national unit of competition. We 
also find the St. Lawrence seaway coming into 
the picture to compete in this situation, in 
another aspect. Yet through all this the 


province of Alberta has remained at the very 
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apex of the freight structure throughout 
Canada. 

Last evening I was speaking with 
some people from Toronto, and I spoke to one 
industrialist. He told me this: that they 
have had five rates on freight coming out 
of western Canada into his part of Ontario, 
and he has not paid one of them yet. He has 
simply said to them, "Gentlemen, if you want 
to put that rate structure into effect, I shall 
immediately transfer my business to the truck 
lines" and that rate structure has never been 
varied on the last five occasions, 

It is all very well to argue that 
this is a matter of principle, but we are 
finding ourselves manoeuvered into the position 
that it is a principle based on the fact. that 
they want that business, and there is no 
rate structure they are not prepared to meet 
in order to get it. 

I can give you another example 
right here in our own community. We have a 
business that wants to locate in Calgary, and 
as a matter of fact it will be here within 
about 10 days, They want to locate in our 
city, in a location where one railway serves 
thems; but they have a product that requires 
the services of both railways. The one 


railway smiles up its sleeve and says, “Well, 
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we have you where we want you, where you must 
do business with us" whites the firm says, 
"We will not be doing business in Calgary 
unless we do business with the two railways." 

The city has no reason bet to 
allow the two railways to operate in and out 
of this area, but no; they cannot get those 
privileges, which they grant when it is 
convenient, and which they do not grant when 
it is not convenient. They protect one 
another's privileges at times also, 

We submit this to show our 
point along these lines, We are saying it 
is about time we ceased to be subservient to 
the best interests of the railways, and time 
the railways were made subservient to the best 
interests of the nation, 

This brings us to a bold 
suggestion that has been made before, but which 
has plenty of evidence to back it upe This 
brings us to the suggestion that the time has 
come when we should take a long look at the 
United States system and at our own railway 
pattern, . If we do so, we find that in order 
to meet the competition of the trucks and 
all those other associated things, many 
United States companies have found it 
necessary to amalgamate their railway 
potentials, It is the only way some of 


them have been able to survives, 
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We feel that in our own nation 
we may be coming to the point where there is 
a definitely sound school of thought that 
can be applied to the ppinciple of one railway 
system for Canada; that the Canadian Pacific 
and the Canadian National might well become 
instruments of Canadian national development, 
Competitive efforts of various kinds may be 
all very well under certain conditions, but 
when they stand in the way of sound national 
development of Canada, then I say it is time 
they were either relegated to the background 
in their thinking and in their operations, or 
else given to understand that in the interests 
of the Canadian nation perhaps the time has 
arrived when we should have one railway 
system that is operated by and for the nation, 

That may sound like socialistic 
thinking, I do not believe it is, I believe 
there are national aspects of our way of life 
that we are fighting for and believing in all 
through the western country. 

As I try to point out in other 
sections of the brief, if we are going to build 
east and west then there must be a spirit of co- 
operation, and there must be a willingness to 
set cine some of the privileges and some of 
the possibilities of individual advantage, 

| I have been taking a look at 


this industrial picture, but I would remind the 
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commission that agriculture is still our No, 1 
industry here, We sit here in Calgary, which 
we call the oil capital of Canada. We get 
ourselves into an argument when we talk that 
way, but speaking financially we are the 
headquarters of the oil industry of this 
nation, not just of Alberta but the oil 
headquarters of the nation are located here, 

Notwithstanding all that 
development in the province, however, 
agriculture is still our No. 1 business 
operation, our No, 1 industry. 

We find that because of favourable 
world conditions and favourable conditions in 
our own country; because of man's inventive 
genius and his native ability, he has learned 
how to bring the best out of the soil, and 
has brought Canadian production to an almost 
unbelievable standard, But with that he has 
brought himself into a surplus position, and 
he is faced with the argument now that he is 
no longer able to just go on eternally 
producing, with the thought in mind that there 
will be a consumptive market for everything. 
The farmer is reaching the position where he 
finds that he cannot market what he is 
producing; that he is producing more of his 
product than the world market can absorb, 

We are suggesting now that the 


finest agricultural minds of this nation have 
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to come together, not only in respect to our 
marketing facilities but in regard to our owm 
basic agricultural pattern, to see what can 
be done to put the farmer on a good, sound, 
solid basis, because he is the core of this 
nation and probably always will be, 

But, gentlemen, we have not 
found an answer yet, and I go back to my 
suggestion that we need the finest leadership 
and the finest brains we can find, 

I say that for a specific 
reason; because in spite of the tremendous 
wheat reserves we have in this nation it is 
a rather tragic statement but true that there 
are literally millions of people going hungry 
every night in this world. Having that in mind, 
if we can find the answer to the question of 
distribution surely there is a yeeros 
everything this nation can grow, in order to 
reise the standard of living of people the 
world overs | 

Then we have a gas potential in 
the city of Calgary that is becoming more 
prominent every day. The discoveries being 
made throughout the foothills region suggest 
that in the gas industry we are in for a 
bright and in fact brilliant future, 

We are in favour of the export 
of our gas, but not at the expense of the 


industries of our province, We would like to 
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leave that thought with the royal commission 
as you study the gas prospects of the west, 
We want to share this great and valuable asset 
that we have. It is a privilege; it is one 
of the modern amenities of life, and we would 
like to share that with the Canadian people 
and the American people as well. But we would 
like to think we are going to share it ona 
space heating basis, If it is going to be 
piped away to Ontario and to these other 
centres just to provide for industrial 
development, then perhaps we are not so wise 
in our thinking as to where our gas should go. 
we know that there will be industry concerned 
with the by-products of the gas at the source 
of the gas; but even with the gas going off 
to other parts of the nation we think it should 
be going for space heating purposes, It is 
the thinking of Alberta, particularly in 
connection with our natural resources, that we 
should not lose sight of the fact that these 
are non-replaceable resources we are talking 
about; that when they are gone,they are 
gone. The gas, the oil and the coal are 
fine things but, as I say, unlike lumber and 
the fisheries and things of that nature, they 
are not replaceable, 

I speak of coal because Calgary 
is the centre of a coal marketing operation, 


and has been for a great number of years. No 
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city can just look at its own economic or 
geographic boundaries, the hub of its own 
operations, Every city is the centre of an 
area of some magnitude, well beyond its 

own limits, We look to Coleman, to Drumheller, 
to Canmore and even to the area in the vicinity 
of Hay river, with its great deposits of coal 
not even touched yet, and we find coal being 
rapidly relegated to the position of a natural 
resource for which there is no use. I do not 
think anyone will question the accuracy of that 
statement. 

If we are going to develop the 
industrial potential of Alberta, it is going fo 
require a tremendous amount of power. We know 
the city of Calgary has become the centre of 
the major hydro developments in this locality 
in the power field, The Bow river has been 
harnessed and reharnessed in order ie develop 
every atom of power that can be found, and 
there are no further projects left on that 
river. 

Thus we must move into another 
power field, and that will be either the atom 
or coal, Atomic power is without a doubt with 
us in the next quarter century, but there is 
no reason why the coal industry could not be 
made the core of a eatbinbinan ule power development 
for this province, We would anticipate that 


surely some consideration would be given to using 
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this resource as a power source, and helping 
these centres along. 

“We would also suggest that the 
research facilities of the province and of 
the nation might well be applied to the by- 
products of coal. This is perhaps something 
of which I have more than passing knowledge, 
because I spent many of my boyhood years in 
the coal fields of this province, They say 
that it is possible to obtain a multitude of 
by-products, but that we are far removed from 
our markets and therefore we cannot take 
advantage of these by-products and .cannot 
economically produce them, 

Back we come to the question of 
what is the important thing, Is it important 
that these communities survive? Is it 
important that the coal industry amount to 
something in this nation? .Or is it more 
important that the railways ignore these things, 
to the detriment of the coal industry and at 
perhaps to their own economic well being? 

As a matter of fact I would 
point to a statement made by one of our very 
responsible government leaders within the 
last few days, to the effect that it is his 
opinion that Canada must now take another 
look at our tariff picture in eastern Canada 
in order to protect and insure the soundness 


and safety of eastern industry. 


“Yo shuti#iun s mistdo of efdteccq ehigt tedé 
mort bevomet ates ow tant, tod eRe D OLE: 
exe? tonnes ew eroteredt Soe edextram uo 


rene hom efenbenenks. sands tt ean 


nine anes '  gmesltt eoxborg [llactmenoes 
To ae tteesp edt. ot ae cetititik i eda | 


tnstaogmat tt el. oyatdd ¢ratroqmt edt el tecdw 
#2 eI Yovtvase sotdhausmoo exedd toads 
ot trusome yitesbat Leoo oft tet tastroqmt 
oxom th ef 10. faotten aldt mt gatdéemoa 
e2antdd eecdt exongt aie tar-qith haat wiendemanh 
ts bos witeubal face, edt to tacmkrteb est ot 
fanied Lew olmenose nwo ttedt ot eqaidneg 

bisow I.tosi to sedvam a eA 
yrev two. to eao td ebam tnemetate gs ot talog 
| edt alitiw erebsol tmenurrevon, eldlanoqeet 


atc ot dt dent toette ect oF peyeb wet tral 


fedtvors evist won teu absagD dad? aoinigo 
abaisd smretase at oustotg tilaet wo va doof 
@eenbawoer edt exsent bare toe#ona ot tebro af 
switevbat criateneito yetlse Sas 


- 2228 - Mr. Mackay 


If his line of reasoning is sound 
and good -- and I have no reason to quarrel with 
his thinking at the moment -- why is it not just 
as sound to say that in the development of 
western Canada we should make sure that this 
freight situation and this railway situation 
does not become a stumbling block to the 
industrial development of the weste If the 
tariff is fair to eastern Canada, then some 
equalization pattern should be developede 

But , they tell you, equalization 
is a fantastic term. Is it? There are many 
products I can buy either in Calgary or in 
Montreal and pay exactly the same price in 
either city, because that is how they work 
out their business operations. 

Look at how the car market has 
developed in the last few years. JI can see no 
sound reason why a man in Montreal or Toronto 
should buy a car for anywhere from $100 to $200 
less than I can buy it for in the city of 
Calgarye I see no reason why I should have 
to bear the impact of the freight charge when, 
if he paid $25 more for his car, then the 
whole structure on every car sold in Canada 
would even out. Equalization is not an 
impossibility, as it is pictured by every 
person who feels antagonistic toward it, 

This lack of equalization, and I keep 


accentuating it, probably has had a great 
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effect on the developments of westerm Canada, 

I would like to take a moment to 
have a look at housing in the province of 
Alberta, House building is an industry, a big 
industry, one of the biggest in this nation; 
and it is helping to build the nation. But, 
gentlemen, it has been interesting to watch 
its pattern of development. 

After the war there were 
physical limitations on the building of houses 
which were such that they set a definite 
framework which would in effect amount to a 
control. At that time higher down payments 
were required, Then as people in that financial 
group acquired their houses; as that financial 
source dried up, the base was broadened a 
little, the down payment was reduced somewhat, 
and another financial source was brought in. 

So it has been going all along. 

I suggest to you now that the 
Central Mortgage and Housing Corporation should 
take another good look at its operations, and 
in the interests of the Canadian nation should 
again broaden the base, 

It is all very well to say that 
the financial scheme should be based on twenty- 
year mortgages, but in this community, as in 
any other community in Canada, we can take you 
to homes that are not even built to the - 


standards of Central Mortgage and Housing today, 
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and which have lasted for over 50 years and are 
still fine dwellings. We feel there is a line 
of thinking to be applied to lengthen the time 
of mortgages on houses, so the first payment 
may be brought down, and subsequent payments 
may be somewhat smaller, In that way we believe 
we would open up another opportunity to people 
to become home owners, This will not only 
maintain the house building industry. It will 
build the nation itself. This is an extremely 
vital project; and I believe Canadians think 
the. principle of equal opportunity for home 
ownership should be applied right across this 
nation. | 

I would take another phase of 
the situation which is perhaps more important 
than a great many men and women in Canada realize; that 
is rental housing. I do not believe our thinking 
is anywhere near broad enough én the subject 
of rental housing, It is true that the 
government has established a 75 per cent 
subsidization scheme for rental AGvatactoana it 
is a good scheme; but it has not been pursued 
by the provinces of this nation except in one 
or two.instances, I think it would help if 
the royal commission would come forward with a 
recommendation as to what might be done in 
this rental housing field, because there are 
a vast number of our people in: an economic 


strata of life where they will never be able 
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to own homes»s It takes every dollar they have 
to try to be the breadwinner of the family. They 
would love to own a home, but industry is such 
that they will not be able to attain a position 
under our present economic system which would 
enable them to look forward to home ownership. 

But surely they are entitled to 
have the modern facilities of life made 
available to them, anes prices that are 
within the range of their ability to paye 
Governments have recognized this and have 
come up with the rental scheme, but it is not 
pursued across this country. In our own 
province we seem to find a certain attitude, 

I suppose the word is rather loosely used, but 
I would say it is a sanctimonious attitude, an 
attitude that finds its expression ina 
government saying that we must not be in the 
home picture; we must not invade the sanctity 
of the home, We can help out in many ways, 
but we will never be a part of the home 
picture, But I ask, are these people to 

have a roof over their head, and be in the 
housing picture of our communities? 

We would be eee. I believe, 
as a community to come into the rental housing 
picture if we could get the provincial 
government to open up its vision, to what is 
needed in this province and make the money 


available so these rental housing projects may 
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become realities, 

If we could de that, then 
perhaps we could even help industry develop 
within our own communities, because one of 
the great drawbacks is that an industry 
starting in a small way cannot give the 
return to an employee that might be needed 
or might be expected or desired. But if 
people could come into rental housing projects, 
even if they were associated with industry, 
where their rental would be geared to their 
income, it might be of great help in the 
development of industry in the Calgary area, 

Now, gentlemen, TI suggest to 
you again that we are not in any way trying 
to ask you as a royal commission to tell us 
what are the answers to our own industrial 
problems in Calgary. That is our job3 that 
is something for us to work on, It is a job 
for our citizens to apply themselves to; it 
is something for them to help build up. 

We do feel, however, in 
connection with some of these points that we 
are bringing to your attention, that we 
certainly are in need of Canadian leadership 
and Camadian thinking to build up our nations 

Let me take a look for a 
moment at the immigration picture, the 
immigration pattern that has developed, and 


I wonder if I can illustrate it for you. I 
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have in mind a man who at the present time is 
a draftsman in the oil industry in Calgarye 
His wife is now maintaining a little home, 
and they have finally got themselves 
established. 

This gentlemen was a professor 
in a university in Hungary. He escaped from 
the clutches of the rulers of his country, and 
finally made his way to Canada. He has.a 
very charming little wife, who was a rary 
teachere 

Those two people got to Canada 
on the basis of coming here as agricultural 
people, and for over a year they pulled sugar 
beets in southern Alberta. If you can show me 
any relationship between a university professor, 
an artist in his ow right and a very fine one, 
and a woman who was a ballet teacher and has 
been an outstanding teacher, and work in the 
field of agriculture, pulling sugar beets, 
then I yield my point. 

I say this, that in order to 
get to Canada people are willing to say they 
will be agriculturists,. They will do anything 
just to grasp the freedom of this nation. But 
naturally as quickly as possible they will 
try to fit themselves into the community 
picture of the cities, 

In some cases that has been a 


very fine development. People such as those 
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I have mentioned have been worked into a very 
nice pattern, and today are happy people in 
our community. 

I could point to many others, 
however, who are not happy. They come here 
with no agricultural background at all. They 
have migrated into our western cities as 
quickly as they were able to do so, and we 
do not have the industrial potential that 
will enable them to fit into the picture as 
they did in the countries from which they 
have come. They were definitely a part of 
the city way of life, and they want that 
here. We have not the industrial potential, 
and unless we develop our industry we will 
not have it. 

We believe it is wonderful to 
have this expansion in Canada, but on the 
agricultural side we would like to suggest 
that there is still room for a great many 
more people in Alberta in the field of 
agriculture if we will go forward with some 
of the irrigation developments that have 
been outlined, It is true that we will 
have a tremendous productive potential if we 
open up more scunery, and some may ask what 
we are going to. do with the produce of the 
new areas, 

I still say, gentlemen, that 


with so much of the world practically 
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starving to death, there must be an answer 
to some of these difficultiss which prevent 
the products of our fields going to the 
people who are in need of them, 

Now, gentlemen, I point to 
another problem, We as Calgary people 
possibly are a little closer to it than many 
others may be. We were interested to learn, 
while studying our statistics, that nearly 
$9 billion have been invested in Canada of 
United States capital and that over 3,000 
United States institutions have established 
companies in this country. We have no feeling 
of alarm about that, because we believe that 
aouh through the years the Canadian and United 
States economies are going to come closer and 
closer together, while at the same time we 
believe the commonwealth economy will probably 
remain an important factor, So I say we feel 
confidence in the United States people and 
in our own British commonwealth of nations, 
so that this United States investment does 
not give us a sense of insecurity. 

But we do feel that there is an 
alarming amount of our Canadian wealth moving 
into what you might almost call the export 
field, Surely our wealth is not continually 
going to pour out of our country. Surely 
there is a scheme that can be devised whereby 


we can plow back the wealth of our nation into 
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Canada in such a way that a great deal of our 
wealth will remain in Canadian hands. 

We know other countries that say 
they would rather grow more slowly than Canada 
because they want to make sure that the control 
of the wealth of their nation remains within 
their own hands. That is a special policy in 
many countries; and while United States 
capital is allowed to come in, it is only on 
the basis that it may share the development 
but never control it. That is the thinking 
of other nations; and I suggest that while 
we want to see our country develop, we want 
Canadians to be shareholders in that development 
to a greater extent. 

What is it that has taken money 
away? Is it our taxation structure? Is it 
the sorperatiion tax structure, that ioe reached 
the point now where there is no money left to re- 
invest, where there is no encouragement to 
expand? Are we destroying initiative in this 
country? That, I think, is something this 
commission might study, to see if they could 
give a little direction to the Canadian 
government as to what might be an acceptable 
policy along these lines, 

We certainly are an extraordinary 
country, as I say in the brief, © We believe 
that Canada, because it starts at the h9th 


parallel anc goes northward, is a long way 
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from the United States, which starts at the 
oth parallel and goes south. and can build 
east, west, north and south. We cannot do 
that. We are defying all the laws of nature, 
as I point out in the brief, because we are 
trying to build an east and west economy on 
a limited front, whereas the Americans can 
build east and west because they can start 
with a north-south structure across the 
country. That we cannot do. A long time 
in the future that may be so with us, but it 
is not the case at present, So we must 
depend upon the rest of the world for the 
things we need, and also in order to sell 
the things we have. So I say we are an 
extraordinary nation, and our pattern always 
will be different from that of our American 
neighbours to the south, | 

Nevertheless in our financial 
developments surely we can work out a 
pattern by which we as Canadians are going to 
be much more prominently in the picture, 
retaining the wealth of this nation in the 
hands of the Canadian people, much more so 
than is the case at the present time, It is 
a big subject, but in my opinion it is a very 
important subject, | 

Ruounes point that I think is 
relatively significant to Canadians, and 


certainly to Calgarians, is the development of 
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the tourist trade. This is a great industry 
for Canada and a tremendously important 
industry to the city of Calgary, for we 
advertise ourselves far and wide -- and 
correctly -- as the gateway to the Canadian 
rockiese Banff and Lake Louise and, with 
the developmerrt of the highways, Jasper as 
eats come into the orbit of the service that 
can be given to the tourist, of which Calgary 
will always be a very important part. This 
is one of those assets which is not depleting 
as the years go by. It is something that 
will gradually build itself upe 

The trans-Canada highway has 
been an important step in trying to develop 
this tourist pattern of our nation, But, 
gentlemen, let me suggest to you that we still 
have a few lessons to learn, The old timers, 
as I call them, came out here a number of 
years ago and took a look at the scenery at 
Banff and Lake Louise, It staggers the 
imagination of the young man today to look 
at the Banff Springs hotel and the Chateau 
Lake Louise and, seeing these magnificent 
structures, to realize that they were built 
many years ago by men who must have hada 
vision of the potential beauty of these 
mountain resorts. 

Somewhere along the line, however, 


we lost that vision and that desire. We find 
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that in other countries -~ and I speak of our 
friends to the south -= where they have 
relatively moderate facilities and moderate 
attractions, they tie onto them a million 
dollar publicity effort and do a tremendous 
tourist job. 

We, on the other hand, have a 
natural, God-given, million dollar asset, 
or I suppose a billion dollar asset; yet we 
make a very moderate approach to exploiting 
its potential. Banff, I suggest to you, can 
be a year round attraction, bringing people to 
this nation of ours from all over the world; 
and Banff is only beginning, If we will 
exercise the imagination which characterized 
the old timers and build up these parks into 
what they can be become, then we will open a 
field of opportunity for a great many 
Canadians in our nation, 

I would ask you to look in a 
southwesterly direction, and I would bring 
to your observation, in connection with the 
tourist industry, and ask you to take a good 
look at one of the forgotten children of the 
national parks system. I tell you today 
that Waterton Lakes national park has a 
tremendous natural beauty, but it is almost 
completely lost in the shadow of its more 
illustrious sisters of this mountain district. 


Yet it deserves a position in any Canadian 
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picture far more prominent than it is given 
at the present time, 

Now, gentlemen, I say this. 
We are on our way to a population of 0 to 
50 million people in the period of time you 
have been assigned as a royal commission to 
deal with, I ask you to take a look at 
Canadian history. We want to see Canada grow 
as a nation, and not as a group of competitive 
units, the one thriving at the expense of 
somebody elses 

We who live in the west went 
to get a sense of belonging, We have no 
inferiority complex at all, and I suggest to 
this royal commission that we do not look to 
the east as somebody to whom we belong, in 
the sense of having an inferior attitude. We 
have nothing like that at all, As a matter 
of fact we think we out here in the west can 
probably teach the east a few things about 
how it might be done, 

We do feel that we must cease 
to be a spill-over spot, which is about all 

the west has been so far, If the markets 

of this nation are going to be associated with 
Ontario and Quebec, because between them those 
two provinces have the bulk of the Canadian 
population, and they have the primary market, 
and therefore the economics of business say 


this is where the nation will be. Does that 
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mean we have to wait until Ontario grows west 
and west and west, until it finally gets out 
here with its population before we will finally 
achieve our proper place? Does it mean that 
the maritime provinces have to wait until 
Quebec goes further down east before they can 
achieve their proper place? Do we have to 
wait until these two central provinces finally 
grow out from the middle, before we can have 

a nation? 

Well, that may be the theory. 
Frankly, we sometimes get the idea that this 
is the way the thinking is going; that we are 
just a good market for the excess products they 
have, and out here they come, 

Frankly, we in the west are a 
little tired of this, We believe we should 
have a freight structure in this country that 
would enable us to go into those markets on 
an even footing, That is all we are asking. 
Then we will take our competitive position 
with the rest of the Camadian nation, and 
will grow healthy along with it. 

We can reach this ideal in 
Canada if we get a little statesmanship in 
the nation and a little less of the political 
expediency which seems rather rampant, in 
relation to what these things can and should 
be, 


We think this commission can 
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reveal the picture as it exists in Canada today 
and as it can be, If we can bury the individual 
selfishness of groups in communities and in 
provinces in the good will and wholehsarted 
endeavour to build a nation, a better Canada, 
then we will all become shareholders in the kind 
of future we envision for this nation. 

Gentlemen, I submit this brief to 
you on behalf of my colle agues in the civic 
administration; Mr, Strong and Mr. Batchelor, 
our two commissioners ; Mr. Parsons, our 
industrial co-ordinators; and we have had Mr. 
Lawrence A. Kindt as a consultant to look over 
our thinking and see whether or not it has been 
a presentation that shows that we as a city, 
in appearing before the royal commission on 
Canada's economic prospects, are not primarily 
interested in trying to piace the needs of 
Calgary before you. 

If you will study our brief you 
will find that our co-ordinator of industrial 
development has given you in the appendix an 
outline of our potential as a city. We submit 
this to you, not that we want to enlarge upon 
it but rather to show you and submit evidence 
that we as a city are prepared to do our share 
to build up this nation, 

However, we do think these 
problems we have brought to your attention are 


the kind of problems that we as civic officials 
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think loom very prominently in the picture 
today, and we would respectfully request that 
they be given consideration when you are 
setting down the final pattern of what you will 
say about Canadian conditions and the prospects 
as you see them for the next quarter century. 

Thank you very much. 

THE CHAIRMAN: Thank you very 
much, Mayor Mackay, 

MR. GRAUER: In what is a 
fundamental problem of the municipalities, the 
burden of your functions as compared with your 
revenues, I wanted to be clear on this aspect 
of your representations, You are advocating, 
are you not, that certain of the functions 
be taken over by the senior governments? I 
believe you mentioned hospitals specifically, 
and certainly some of the educational functions, 
and perhaps some of the welfare responsibilities? 

MR. MACKAY: That is right, 

MR. GRAUER: Do you think it can 
be done entirely through shifting the function 
from the municipal government to the senior 
government, or do you contemplate greater 
revenues as well? 

MR. MACKAY: No3 we think it is 
a healthy democratic principle to keep as much 
control on the local basis as you can, A 
centralized government may lead us down a 


rather serious road, and we do not care for 
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that. We appreciate what it means; we realize 
the significance of what can happen, We feel 
that if there were a reappraisal of 
responsibilities it would call for a re- 
distribution of the tax revenues. We do not 
mind doing the job, if someone will show us 
sources of revenue sufficient to handle our 
part of it, 

MR. GRAUERs In those areas 
such as hospitals, education and welfare, do 
you wish the administration of those things to 
remain in the mmicipality? 

MR. MACKAY: I, think it would 
be a healthy situation, 

MR. GRAUERs It is more a ree 
allocation of revenue? 

MR. MACKAYs That is right. 

MR. GRAUER: With respect to 
research in connection with the by-products 
of coal, we learned in Nova Scotia that 
considerable research was being done there, 
and it was found that they could not compete 
in the production of chemical by-products 
through that means, with the present markets 
for those chemicals, The by~products of coal 
here would be substantially similar to those 
of oil and natural gas, would they not? 

MR. MACKAY: That is right, 

MR. GRAUER: And at this stage 


that would be pretty stiff competition right 
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here in Alberta, would it not? Am I right 
in believing that? 

MR. MACKAY: Without knowing 
the complete field of the by-products of coal 
and gas, they are parallel resources; there is 
no doubt about that, Personally I would like 
to see a comparison of just what would be the 
by-products of coal as against the by-products 
of the gas industry, Sulphur might be an 
important by-product of certain gas development, 
where it would not be one of coal, 

MR. GRAUER: There is one school 
of thought that seems to feel that when gas and 
oil are at their present price levels, coal 
cannot compete in the chemical Pield. Ido not 
know whether or not that is true, but it has 
been contended: and if 89, You tight use coal 
at a later period for something for which it 
cannot be used now? 

MR. MACKAY: Well, I still feel 
this, that if after research into coal they do 
come up with an answer that is uneconomic, that 
does not mean it is a final answer, There is 
still another approach, to get the overhead 
costs down and ses what makes it uneconomic, 

Is it a freight problem? 

MR. GRAUER: If you can get the 
chemicals in this area cheaper from natural 
gas and oil, it would not be a freight problem: 
it would be simply that there is a competitive 
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source of those products which is cheaper, I do 
not know what the situation is there, Could we 
get some information on that? 

MR. PARSONS: Mr, Chairman and 
members of the commission, I can only say that 
we come back to what the province of Alberta have 
in their brief: that is, that we need a primary 
steel industry, When we think of that, we think 
of by-product coke ovens, and think possibly we 
should look at the coal problem from that point 
of view. As the mayor has already stated, they 
are parallel products, That has been gone into 
in the provincial brief so much that T need only 
say that we adopt that point of view, and we 
are suggesting a primary ateel industry and the 
coking ovens and by-products therefrom. 

MR. GRAUERs There was a suggestion 
in another provinee that the uses might be 
allocated; that is, natural gas used for certain 
purposes and coal for certain purposes: and on 
inquiry it turned out that the allocation would 
be done through price. If it is going to be 

“done through price, if natural gas and oil are 


cheaper at a given point of time, that is it, 


ee 


Mr. Mayor, I was intrigued with 


ae ad 


your suggestion that the comes might 
possibly amalgamate the two railways becatise 
of the difficulties which you had in mind in 
dealing with the two separate railway systems, 


You had in mind that a sound national policy 
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might be worked out for the amalgamated 
railways o 

What I am wondering is how you 
would arrive at that sound national policy. 

For instance, do you think that Toronto and 
Montreal and Calgary would be at one on what 
is a sound national policy? 

MR. MACKAY: That is a big 
question. The thinking in connection with the 
rail problem is that Montreal and Vancouver are 
pretty well on a common basis, They stand at 
each seaboard, so they are very competitive 
with one another, With the St. Lawrence 
seaway coming along we will have ships coming 
right to Port Arthur and Fort William, which 
is going to bring another point of competition 
into the picture, where the meeting point is 
going to be very competitive, 

So it does not seem to be 
unreasonable to suggest that if they cannot 
take what they have now and readjust its if 
they have themselves so completely buried under 
a network of cross-interpretations of what they 
mean by a rail freight structure, then I say 
it becomes necessary to take a fresh approach 
to the problem, and I do not think it can be 
done in any other way except on a national 
railway policy programme, 

MR. GRAUER: In arriving at that 


policy, would it be done through a board 
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representing the people? 

MR. MACKAY: I would say a board, 

MR. GRAUER: You still would 
have all the various interests to reconcile, 
would you not? That seems to be the basic 
problem. 

MR. MACKAY: I am not suggesting 
that it is a small problem. I am suggesting 
that a reconciliation is possible, You take a 
great many products; as I say, you can purchase 
them down east and I can buy them out west at 
exactly the same cost, because the companies -- 
not the railways but the companies -- in setting 
up their financial structure, say they will 
market their products at prices which will 
include the anticipated freight charges, so it 
does not matter where it is sold: it is the 
same price, Yet while that works out with some, 
others say it will not work out here. I just 
have to ask why. 

MR. GRAUER: In dealing with 
financial developments and industrialization 


your brief says on page 5 of the summary: 


"It may yes necessary 
to resort to the use of social 
capital in order to provide the 
initial impetus for major 


industrial developments." 
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I wonder if you would mind 
expanding on that statement, I do not quite 
get the implications of it. Perhaps I mis- 
understand the use of the word “social” there 
in connection with social capital. In using 
the phrase, “social capital" do you mean capital 
supplied by the senior governments? 

MR. MACKAY: Oh, yes. Our thought 
there was that we have our Canadian Industrial 
Bank, a federal institution, and we also have 
a banking system here in the province of Alberta, 
where they have found it advisable to loan sums 
of money as a primer for industrial development. 
It has been done many times, as a matter of 
fact. 

I believe our thinking here is 
that we know of one or two major industries 
that could be established near Calgary, and 
have all the natural facilities up here, but 
which would actually require a primer by the 
federal government to start them, because they 
are industries that, for instance, could be 
very closely allied, in the event of danger, to 
the whole war picture, 

MR. GRAUER: Thank you very 
much. 

MR. GUSHUE: Referring to the 
first question which was asked, Mr. Mayor, 
as to the relative position and responsibilities 


of the three governments, municipal, provincial 


fatiqas ‘sem oy ob Ntatnane tatooet ean it | 
tind a0 ose a san a i suey 
eved cols ow bos yooltuditert fewsbet » ine® 
ibielets sdutianunlaabel adenine xr 2.0 : 
 gmsrtcmmol ad efdastvhe #2 bavot evad -yedt/esedw | 
~tnemqgoleveb Leixtsrbat tot semixq # &s Yemom to 


to cottsm s es ~2emit pram snob med esd I 


at ered aciintdt a0 evetfed 
acitdechul totem ows wo eno to work ew sadt 
bas ,yrsatleD ts0em bedelidstee ed binoo tadd 
tud ered qu eeltt{los? Lexstenysdt, tLe, evad 
edt yd tenteg s eriuper yLisutes bivow Aotsdw 
yedt seummoed ,meit orednz of trosmrrevog Istebet 
ed b{yoo. ,eorateant ror ytad? seixtenbat ots 
ot ,tepaeb to. tmeve edt of ,betiiea ylesois yiev 
|  ~erutalg asw ofodw edt 

rev voy NaaiT :fUAND .AM 


" ecit oe gtieestef -:S0HEUD .fM ° 
<ToOyaM tM .betes esaw doidw aoltvveerp sextt 
sditettinacasex bas noid ead ovtdalen edt of oe 
/ Emtontvorg RRR E I heabaasnite cis. sous: ons 10 


: siggi is - of 


- 2250 - Mr. Gushue 


and federal, I gathered that the point was 
that this was not something that could be 

done completely by what you might call 
negotiation among the governments, but would 
require a broader approach and a good look 

at the British North America Act, and possibly 
an amendment of that structure, which I think 
you have said is too rigid for the flexible 
development of the country? 

MR. MACKAY: That is right. We 
make what you might call an annual pilgrimage 
to the federal government. The exeutive 
officers of the Canadian mayors association 
appear before the Prime Minister tid try to 
lay these problems before him and his colleagues, 
to indicate just what our thinking is on them, 
We invariably get the standard answer, and I 
cannot dispute it at all, "Gentlemen, we have 
every EATS in the world of your 
problems, but we would like you to understand 
that as cities there is nothing we can do for 
youe We must deal with your provincial 
government, and they in turn must deal with 
Pos 

We believe we made some headway 
at the last meeting of the provincial and 
federal levels of government, inasmuch as 
some of the premiers took along with them 
municipal officials to sit in, not that we 


had any part in the discussion, but we at last 
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had a listening brief so we could advise the 
premiers what we thought of some of these 
subjects under discussion, 

That was about the first 
concession we have been able to get; but to 
get the federal government and the provincial 
governments to agree that there should be a 
third party sit down and discuss these problems 
with them -- they just say no, they don't want 
any part of that. The province says, "We 
will deal with you as municipalities," 

MR. GUSHUE: You think some 
drastic surgery is required in the situation? 

MR. MACKAY: That is a perfectly 
true statement as far as we are concerned, 

THE CHATRMAN: Thank you very 
much, Mayor Mackay. We are very grateful to 
you for your preparation of this brief and 


for the way in which you have submitted it. 
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THE CHAIRMAN: Now, Dr. Kindt, 
you have a submission which we will mark as 
Exhibit 60. As it is relatively short, I 
think perhaps the best procedure would be for 
you to read it. 

MR. KINDT: Thank you, Mr. 
Gordon and members of the commission. We had 
hoped to make submissions on industrialization 
and a number of other things, but I think you 
are all aware of Albarkals economic prospects 
and of our thinking on most of these subjects. 

However, there was one subject 
which I overlooked; that is a national farm 
programme and I do wish to read this 
submission, and I thank you for the privilege 
of doing so». 

On the outside cover I have 
stated that the objectives of this programme 
are to balance the Canadian wheat economy; 
to maintain and increase Canada's position 
in the export wheat markets of the world; 
to conserve and restore the fertility of the 
soil, and improve the economic position of 
the wheat farmer. That is a four-fold 
programme, 

This suggested programme ties 
the acreage equivalent of surplus wheat to 
the conservation of the soil and regards the 
fertility of the soil as a national asset. 


Nothing short of a miracle 
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could correct the present wheat situation. 
Under a policy of laissez faire many wheat 
farmers in western Canada could lose their 
equity in the land over the next two or three 
years and be run through the financial wringer, 
Without purchasing power in the hands of 
primary producers, other segments of the 
economy will inevitably suffer. 

To correct this situation Syiete 
wheat farmers it is suggested that consideration 
be given to a programme that will restore a 
proper balance between supply and demand in 
the Canadian wheat economy; maintain and 
increase Canada's position in the export 
wheat markets of the world; conserve and 
restore the fertility of the soil, and 
improve the economic position of wheat 
farmers. This programme attempts to tie these 
four objectives together, 

A balanced wheat economy, The 
ideal situation prevails when the supply of 
wheat and demand for wheat at reasonable prices 
are in balance, The wheat quota system which 
we now have breeds wheat surpluses, 

Wheat marketing. The Canadian 
wheat board would be in a much stronger 
posit#on to obtain a reasonable price if the 
present wheat surplus were not hanging over 
the market, The implementation of a programme 


to limit acreage would stiffen the sales policy 
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of the wheat board, The wheat price must be 
competitive, and every reasonable step should 
be taken to maintain and increase Canada's 
position in the wheat markets of the world, 

Conservation of the soil, The 
wheat farmers of Alberta and western Canada 
generally know how serious the problen of 
soil fertility has become on farm lands. 
For years a policy of wheat mining of the soil 
has been followed. Yields are lower, and in 
another 50 years, at the present rate of 
depletion, many farms will be abandoned 
through the loss of the fertility of the soil. 
This national asset should be conserved and 
restored by the encouragement of farm 
practices that will build up this national 
asset. It would seem to be a far sounder 
national policy to keep the fertility in 
the ground rather than grow surplus wheat and 
give both the wheat and the fertility of our 
soil away. In fact, we are virtually begging 
and willing to pay foreign countries to take 
our surplus wheat. Why not pay a much smaller 
sum to our farmers to perform practices that 
will maintain and restore the fertility of 
the soil? Many countries of the world, in 
bygone times, have perished because of the 
loss of the fertility of their soils, 

A programme that would by small 


payments induce farmers to divert wheat acreage 
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to soil-building crops would not only 
contribute to the removal of the wheat surplus 
but would encourage diversification and a more 
stable farm economy, The programme could be 
discontinued in a few years when the wheat 
surplus was no longer a problem. Most of the 
practices for soil improvement would be 
continued in all probability by farmers, and 
soil conservation on farms would be brought 
about quickly under a definite programme and 
a concerted effort, 

Farm income, With regard to 
wheat prices the board would sell the wheat 
at competitive prices on domestic and world 
markets, The government would make up the 
difference between the price the wheat board 
could obtain and a computed price adjusted 
for different grades of wheat. The computed 
Price would-be based on the cost of farm 
machinery and other things the farmer must 
buy, the benefit to accrue to farmers who 
co-operate on wheat acreage limitation and 
the conservation programme, This programme 
could be discontinued when the wheat surplus 
is no longer a problem, 

The economic relationships of 
the programme suggested are shown in the 
accompanying chart. 

It is true that wheat farmers 


dislike any restraint on the wheat acreage 
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they can plant. But to set high floor prices 
without some limitation on acreage would 
aggravate the wheat surplus, Farmers must 
choose a realistic programme and one that 

will work. They must also be willing to stand 
behind that programme if their government 
implements it, 

The situation in Canada, with 
our wheat marketing machinery, presents a 
different set of economic relationships from 
those existing in any other major wheat 
exporting country. Therefore any programme 
suggested for Canada must be developed 
specifically to fit Canadian economic 
conditions. There are no United States or 
Otler foreigh programmes that can be 
duplicated, although some surplus removal 
programmes have several features in common 
in different countries. 

This submission is presented 
with the purpose of focusing the attention 
of the commission on the gravest problem 
confronting our nation today. 

Turning to the last page, I 
call your attention to the national farm 
programme economic relationships. You will 
notice in the center the demand for wheat 
and the marketable supply. Economic forces 
balance those two. 


On the left is the Canadian 
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wheat acreage in bushels, with the surplus 
wheat in our total supply, and you would 
compute the wheat acreage equivalent, and 
that land would be put into conservation 
practices by the inducement of a small 
payment. 

Then you have your wheat 
markets of the world, export and domestic, 
and a safe wheat carryover, with the four 
objectives, which I have already given, off 
to the right at the top, to indicate what 
the programme is driving at. 

Above all, on the right hand 
side of the chart is the average farm 
income, and that is what the farmers are 
shooting for. 

In the box on the right we 
indicate that the wheat board should get all 
it possibly can for the wheat at competitve 
prices, and the government would make up 
the difference between the price the wheat 
board can obtain and a computed price 
adjusted for different grades of wheat, 

The computed price would be based on the cost 
of farm machinery and other things the farmer 
must buy, the benefit to accrue to farmers 
who co-operate in wheat acreage limitation 
and the conservation programme. This 
programme should be discontinued when the 


wheat surplus was no longer a problem, 
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It is the hope of the farmers 
of western Canada, who must eventually make 
a choice of a type of programme, that some 
of their ideas and suggestions may assist the 
commission in solving their problem, 

I certainly wish the commission 
good luck, I am sure from all I have had to 
do with the work of the commission here in 
Calgary and in Edmonton and on my own behalf, 
I appreciate the work they are doing and I 
wish them success; and I hope they get to 
Vancouver in order to see the Grey Cup 
Zameo 

THE CHAIRMAN: Thank you very 
much, 

MR.. LUSSIER: . Dr. Kindt, could 
you suggest what would be some of the 
measures which might be resorted to, to 
improve and conserve the soil? 

MR. KINDT: That would be a 
series of practices, You could handle it 
in this way. You could set a national goal; 
in other words the wheat board would, by 
computation, figure out how much wheat we 
can market in world markets, how much we 
need for a safe carryover and what we need 
for domestic consumption, and anything over 
and above that would be surplus to our 
needs. 


Therefore you would translate 
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that into terms of acreage, and that would be 
broken right down to the individual farms. 

You may say that is the old 
triple A programme. It is because we have 
a marketing system in this country which is 
geared to the marketing of our grain that 
never existed anywhere else in the world, 
When that is brought down to the individual 
farm you would have such practices as the 
seeding of alfalfa, the regrassing of certain 
land, and the restoration of improved farming 
practices which would restore and maintain 
the fertility of the soil, 

All the payment that would be 
necessary would be that differential between 
the return from the land and the farmer's 
cost. Say it cost the farmer $20: he gets 20 
bushels of wheat and there is an income of 
$30 from that. His costs are probably $25 
in all; so, depending upon yields, the 
inducement it would take for him to carry 
out conservation practices would be the 
difference between his costs and what he 
normally might get as revenue from that crop. 
That would be the inducement to get him to 
go along with conservation practices, 

MR. GRAUER: In your proposal 
to diver wheat acreage to soil fertility 
crops,. there is no problem in that alternative, 


is there? That is, there are plenty of 
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alternative soil building crops which, if 
encouraged, would not themselves produce 
a surplus? 

MR, KINDT: Well, I think so; 
and there is also a time lag there. You 
hear a good deal of talk, and probably rightly 
SO, to the effect that when you have so many 
balls in a bowl and you move one of those 
balls, all the others shift to a new position. 
We are told that if we take care of the wheat 
economy by limiting acreage, we will get into 
trouble with rye and other crops. 

Those are not soil conserving 
cropSe You would put in the crops which 
build the soil, and you would make no payment 
unless it was a soil conserving crop, 

In that way it would be 
necessary for them to get into Tipenivcn, 
and to expand and diversify farming, which 
we would like to see in western Canada, in 
order to bring about a more suitable type 
of agriculture, 

MR. GUSHUE: I wonder if I can 
summarize your points in this way; that you 
favour the continuation of sales through the 
wheat board with floor prices, but you do 
stress the point that you cannot maintain 
floor prices without limitations on 
acreage, that limitation of acreage and 


floor prices go together as far as wheat is 
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concerned? 

MR. KINDT: i would think that 
is right. It is absolutely right that you 
cannot, in an economic sense, set high prices -- 
whatever the price may be == without some 
limitation of acreage in an attempt to keep 
back the increase you would otherwise get, 
because when prices go down what farmers do 
is try to grow more in order to offset the 
lower price level, 

I should not like to have this 
called a floor price, because it is a flexible 
price, which would depend upon prices of 
machinery and other things the farmer must 
bUy o 

In the actual working out it 
might be that it would have to be fixed by 
the government a year in advance, but what 
they were going to get for their wheat would 
not be known until after the sales had been 
made by the board throughout the years. 

I would certainly say we 
should continue the efforts of the wheat 
board, which fit beautifully into this 
pattern. The wheat board would complement 
this development, and the economic 
relationships indicated here should all work 
out. 

It might take one or two or 


even three years to balance the wheat 
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economy, but certainly you will not balance 
it by a policy of laissez faire, or let 
George do it, or by fiddling while Rome 
burns. In a matter of two or three years 
a good many of our wheat farmers will be, 
as I have already indicated, in financial 
difficulties, and probably run through the 
financial wringer; but surely in these. 
matters you do not have to wait until 
something of that. sort happens in order to 
get every one thinking alike, the farmers 
and so on, or until governments will 
implement legislation which will get the 
cooperation of the farmers in order to 
solve the problem. 

THE CHAIRMAN: Thank you, Dr. 
Kindt. Before asking Mr. Kartzke to present 
he brief of the Canadian Petroleum Association, 


we will have a recess for 10 minutes. 
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ea=mAfter recess, 


THE CHAIRMAN: Well, shall we 
come to order, gentlemen? Mr. Kartzke, we 
will mark this brief of the Canadian 
Petroleum Association as Exhibit 61. 

MR. KARTZKE: Mr. Chairman and 

._ gentlemen of the commission, I would like to 
htroduce my associates here, On my left is 
Mr. HeR. Morrman, a member of the executive 
committee of the ree Lok: and 
on my right Mr, Ralph Clemend: head of the 
statistical department. of the association, 

“The Canadian Petroleum 
Association is an industry association 
consisting of about 250 members, representing 
the operating oil companies and other 
companies and individuals associated with the 
oil industry of Canada. 

THE CHAIRMAN: Does it include 
most of the companies? 

MR. KARTZKEs I would say it 
includes as members at least 80 per cent of 
the operating oil companies in Canada, and 
probably in that 80 per cent it represents 
95 per cent of the production, 

The association is approximately 
10 years old, having grown from the Alberta 
Oil Association to the Western Canadian 


Petroleum Association and now to the Canadian 
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Petroleum Association, 

As outlined in Article 2 of the 
by-laws of the association, which I wuld like 
to read, the objectives and purposes for which 


this association was formed are as follows: 


(a) to establish better 
understanding between the 
petroleum and natural gas 


industry and the public; 


(b) to encourage co-operation 
between the petroleum and 
natural gas industry and 
federal, provincial md 
local governments and other 


authoritative bodies; 


(c) to provide a forum for the 
discussion of matters 
affecting the welfare of 


its members$ 


(d) to foster better understanding 
between this association and 
other organizations with 
similar objectives and 


purposes. 


The brief which you mention was 
wepared by the staff of the petroleum association 


and was reviewed by the executive committee of 
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the general board of governors of the petroleum 
association, of which I happen to be chairman, 
You will appreciate, I am sure, that this brief 
cannot represent in all phases the unanimous 
opinions of a group of this kind, However, we 
feel that it represents in all cases a majority 
opinion; and in answering any questions which 
you may have about the brief I hope you will 
also appreciate that in mat cases we will have 
to give you our personal opinions, which we 
hope will coincide with those of the majority 
of our association, but we cannot be certain 

. of that matter. 

The submission to the royal 
commission on Canada's economic future with 
respect to the potential development of the 
oil and gas industry in Canada is prepared in 
several sections, The first section deals with 
liquid hydrocarbon reserves. 

The Canadian Petroleum Association's 
reserves committee began computing liquid 
hydrocarbon reserves as of December 31, 1950. 
Since that time there has been a steady growth 
in the net reserves discovered, In estimating 
future discoveries the peiod from December, 
1950, to December, 195i, has been taken as 
a base period, Prior to 1950 it is felt that 
the rapid growth of reserves from practically 
nothing up to 1.2 billion barrels in 1950 


would influence a future trend to an 
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unrealistic degree, 

In projecting the trend of the 
five year period 1950 to 1954, it is found 
that by 1960 net liquid hydrocarbon <= crude 
oil and natural gas liquids =~ reserves would 
total 4.43 billion barrels; hy 1965, 5,96 
billion barrels; by 1970, 7.57 billion barrels, 
and by 1980, net reserve would amount to some 
10,8 billion barrels, The reserves SGU Lona 
for 1955, 1956 and 1957 can reasonably be 
expected to exceed the normal trend: however, 
this can be attributed to the development of 
reserves in fields such as Pembina and westward 
Hop With the exception of the period 1955 - 
1957, it is felt that the rate of increase 
in net reserves discovered =~ 350 million 
barrels per year == to be quite realistic. 

The attached graph projects the trend of the 
period 1950 = 1954 for crude oil reserves and 
total liquid hydrocarbon reserves, The graph 
is Appendix A to the brief. 

The second section of our brief 
deals with natural gas reserves, 

In attempting to forecast net 
natural gas reserves, we have no realistic 
past history on which to build a trend. When 
natural gas reaches the market it ig felt 
that the incentive factor of exploring for 
natural gas reserves will result in a 


discovery rate far in excess of any trend in 
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the past discovery rate, At the present time, 
it is impossible to forecast when the incentive 
factor may have effect on.a more active 
exploration programme in the search for gas 
reserves. 

At the Trans-Canada hearings 
on August 13, 1955, the Canadian Petroleum 
Association projected Alberta natural gas 
reserves estimates of the Canadian Petroleum 
Association and also those estimates of the 
Alberta petroleum and“nattrai gas dottssrvation 
board, They are illustrated in the graph which 
ig appendix B to the brief, Because the figures 
noe in this report are considered very 
conservative and hardly realistic, the trend 
has not been projected to 1980, 

The third section deals with 
markets, In forecasting future markets for 
Canadian crude oll, there are many variables 
that must be considered. The growth in Canada's 
demand over the past five years gives a good 
indication as to the future Canadian consumption 
of crude oil and products. The attached graph, 
appendix C, includes a projection of the 
trend established over the past five years for 
demand, population and production, Some of | 
the products have, of course, been exported; 
many products have been imported, A large 
portion of the demand has been supplied by 


imported crude oil, Until 1951 there had been 
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practically no exports of erude oil, At the 
present time, however, markets have been 
established in the Pacific northwest, 
Minneapolis-St. Paul, and the great lakes 
area, all of which areas import western 
Canadian crude, It is felt the Montreal 
market is out of reach of western Canadian 
erude as it is impossible to compete with 
Venezuela and Middle Rast crude at the present 
time, Therefore, future markets for western 
Canada's crude, witht he exception of increased 
Canadian demand, is the export market, 
Minneapolis-St, Paul market can be expanded 
considerably. The Pacific northwest has great 
potentialities and it is felt that by 
increasing throughput of the Trans Mountain 
pipe-line the resulting tariff reduction can 
possibly put Canadian crude in a competitive 
position for offshore shipments to California 
and quite possibly Japan. 1950 has been used 
as the base year in all these estimates because 
it is felt the rapid growth of the Canadian 
oil and gas industry from the period 197 to 
1950 would not portray a true picture in any 
projections made, 

It might be pointed out that 
all light gravity crude imported into the 
United States is subject to 10-1/2 cents 
per barrel tariff. All middle gravity crudes 


are subject to 5=1/2 cents per barrel tariff, 


® 


ae ie 


bee 


Z 2 st 
ausdr1aa 2% 


n ‘-9 


eld #h flo efurrs Yo etackxe” of Tl{sotsosagq 

. ‘\ “need evad atedram ,tevyewod ,emi¢d tosserq 
po wishtoet oitios4 ots at bedetidates 

geiel tnorn eft bre ,InsT .te-alhfoqsennit 

wreteew trogmt eeets dotrdw to [is ser 

. feortnoN edd vis ees? «oburro netbansd 


naibacs® oxreteow to lower Io Juo at tert te 


, 
% Je + + : we ¢s r o 
juaesanra até } eB sees eat eae ISDIM baa alenrsorev 
} n Fe 1¢q 
* i poe i rm ay & 
reraceew sot etext ier « rr’t ft yet -emt? 
7 | 
, : n - ! 5 ’ epee th 
bee esororts y mortqenx si w buses a’ Bp BOoRY 
oe a + . 
fut 
ia J ” . 4% a 
i 4 ‘ - vt r ¥ f 4 ry r vet: rn ~pe) ee: ID Ri es) 
ie e’ * a ie 
i 
: a4 sn r, wi 
5ehrmaq~ J eo Ten TAM LeeRS {o~elloqsem i 
= 
r - las fay fhth , “a _ ~ 
mi Saetn ear ov Wit JT TOs J t eit sVica rsh lerce 
' ; r ol a, er oe oi dh isiiestitnarn 
Wi v3 tect thet eb obvboe settilatinoesog 
\ “a 
; : 
j fl a 
% . . vo a “ our ot 
rissmomM ences erit to seared gertesevronrt 
A 
7 
; a n 7 ae - _ - . — = 
mad coltoubet tteent uattfore: oft onl i-egqic 
e } ‘ 2 - _ ry bie; mage 4 or 
j Visio ¢ oo sf I ~pNEe ind Lid ILE 7G FLaLle eco 


trerotifead oft edneamgide erode to rol aolsieog 
i P ‘on rent wel ® = rer reo hs fart 
bern meed vat OCCL tteaqat vyidlesoq etiup bas 
; r . =weieew we _ > 
: eetaosd estamiteo sradt [fs mi tasy osed eid Be . 


‘ " é n of! » 4 h 
1s nathene? edt to diworn biqeaer envy Jia a 


- 


+} 


md 


my |! ae roe eee men fe, 
. o¢ Tiel bofreq edt morl yavesbal seg OAK Its 


f — ~ & fev ’ a8 
- “wre crf everrarol art sg vTercsog con bigow oeer 


eit ofat betroqnt ebwrs yiivery tdgkl aie 


of of toeldue, ef woecate betiald ~ 


7 
a ° 
fpbim ILA Privat Lewtad req 


90 S\fut ot doei dra 9 


ae J ‘ 7 1 


= 2269 -= Mr.. Kartzke 


All crudes of .8155 specific gravity (2.0 A. 
P.I.) or heavier at 60 degrees F, entering 
Canada are duty free, The United States 
tariff on crude oil imports makes it 
extremely difficult for Canadian crudes to 
compete with American crudes in major markets 
of the United States, 

The next section deals with 
foreign government policy. Changes in 
foreign government policy which would affect 
Canadian production of crude are import 
policies and tariffs of foreign govermments,. 

The last section of our brief 
deals with the impact of the petroleum 
industry on Cem da'’s economy. 

In 1946 the C,nadian oil 
hdustry was capable of preducing about 10 per 
cent of Canada's demand for crude oil and 
products, It is estimated that in 1955, 
western Canada's potential crude oil 
production could satisfy over 80 per cent of 
Cenada's demand, a demand which has more than 
doubled since 1946, During 1955, some 280 
oil companies will have spent over $00 
million in the search for and development 
of crude oil and natural gas. 

Since 1946 over $1-1/2 billion 
has been spent for exploration and development; 
about $1 billion has been spent on refineries 


and pipe=-line construction and expansion, and. 
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some half billion has been spent on petro-= 
chemical plants and allied industries, 

If the Canadian crude oil and 
natural gas industry is to continue developing 
at its present rate, legislation encouraging 
free enterprise will be of prime importance, 

The Canadian Petroleum Association 
is carrying out a comprehensive study of the 
impact of the oil industry on the Canadian 
economy, The conclusions resulting from 
this study should be available in early 1956 
and the association would appreciate the 
opportunity of placing these conclusions 
before your commission at a date and place of 
your selection, 

On behalf of the board of 
governors of the association, I thank you for 
allowing us to present this brief, 

THE CHAIRMAN: Thank you. On 
this last point, in connection with the study 
which your association is carrying on, are 
you doing that with the members of your own 
staff? 

MR. KARTZKE: Yess 

THE CHATRMAN: And by early 
1956 do you mean the first two or three 
months? 

MR. KARTZKE: Our time 
schedule for the study is the end of March, 


The association's work is co-ordinated by the 
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members of the staff. However, you will 
appreciate that a job of this kind requires 
committees from ali segments of the membership 
of the industry, and they actually provide 

the data and do most of the work, 

THE CHAIRMAN: Well, we can 
hope to receive it at the end of March or 
early April? 

MR. KARTZKE:s Yes. 

THE CHAIRMAN: Now I would like 
to ask a few questions about your estimates, or 
the projection of future discoveries which, 
as you say, are based on the experience of 
1950 to 1954. Are the unexplored areas as 
likely to prove productive, do you believe, 
asthe areas that have already been explored? 

MR, KARTZKE: I would think | 
some of the unexplored arsas might prove to 
be just as productive as some of the areas 
that have been explored and found to be 
productive. 

THE CHAIRMAN: What I am 
looking for is the validity of the 
projection; and quite obviously if the 
more likely areas have been explored 
already, then you would have to do some 
discounting in any projection based on the 
1950 = 54 results. But I take it that 
you do not think any discounting is 


necessary? 
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MR. KARTZKE: Yes, that is right. 
I think we can say that the western Canada 
sedimentary basin is sufficiently large that 
within the period of this study we do not 
expect that we will reach the limits of 
exploration within that basin, Does that 
in a broad way answer what you mean? 

THE CHAIRMAN: TI tHitink SO. 

How much land, crown or freehold, is not yet 
under reservation or lease? 

MR. DIAMOND: Under reservation 
or lease there would only be some 8 per cent 
of the sedimentary basin, but an awful lot 
of these reservations are cancelled before 
there is any work done on them. 

THE CHAIRMAN: But only 8 per 
cent of the total area is under either 
reservation or lease at the present time? 

MR. DIAMOND: Yes, 8 per nt 
of the acreage under lease or reservation is 
under exploration, 

THE CHAIRMAN: What I am looking 
for is the total that is neither under 
reservation nor under lease, 

MR, DIAMOND: I am afraid I 
cannot answer that question, 

THE CHAITRMANs Would it be 
much? 

MR. DIAMOND: It would probably 


be about 50 per cent, 
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THE CHATRMAN : About 50 per 
cent has not yet been allocated one way or 
another? Would that include the parts that 
have been under reservation and given up? 

MR. MORRMAN: Yes, it would, 

THE CHATRMAN: Can you analyze 
it further for us? 

MR. KARTZKE: I think we can 
provide you with those figures, 

THE CHAIRMAN: That is all we 
want, as long as we can get them. What we 
would like to know is how much of the total 
area which you think might be oil bearing is 
under reservation or lease at the present time, 
and how much of the balance was under 
reservation but has been given up, and how 
much has not yet been placed under 
reservation, 

MR, MORRMAN: Of course you 
will appreciate that land changes hands, and 
will continue to do so over a long period 
of years, so that it becomes available again 
and again, 

THE CHAIRMAN: Do you mean 
freehold land or crown land? 

MR. MORRMAN: Bothe 

THE CHAIRMAN: The land is 
mainly crown land is it not? 

MR. MORRMAN: Yes. 


THE CHAIRMAN: We have your 
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projection, and we want to have a good, hard 
look at it to see if in our otm minds we are 
completely satisfied that it is a valid way 
of going at it. But if you will see if you 
can get us some figures, without going to 

too much trouble <== 

MR, DIAMOND: I think the 
figure you are looking for is the actual 
acreage that has been explored, rather than 
what has been under lease or reservation. 

THE CHATRMAN: Well, I would 
like that, too, but I would like to know 
how much of this total area has been under 
reservation and how much of it is under 
reservation now, Presumably the estimates 
are based on the assumption that the same 
amounts will be spent on exploration in 
the future as have been spent during the 
years 1950 = 54. Is this a valid 
presumption if more or less immediate 
markets are not there? 

MR. KARTZKE: I think you 
are right, The projection was made on the 
basis that the level of activity would 
remain approximately the same as it is at 
the present time, We felt that was the 
best assumption that could be made, not 
knowing what economic factors might have 
an effect on the industry in the future 


15 or 20 years. 


| voy tt es Sitw poy ar die sen a = 

a ot anton trodtty oan et. amoe ag tog ae 

< r , (ie atdrond d 20” - 
edt antdt T PCQHOMAIS 6AM ey eae 

‘ | ih onton sod et <0 eitiooh ics soy etgtt 

med? reddas ,berelaxs mead ead tacit paras f 


.nottevreszet +o easel tehou ceed ead tadw 


bisow I ,ffeW eWAMALAND SET |; raat) 

‘i. woud of exti bisow L dud oot ,tadt efff ia 
L: seb. need eed 2e%8 Eafot etdt to doum wort | 
sober ei tt ne vioum wok Sim sobtevrecer = 
aetamites edt vldemeert won init aededann: 
exet edd teadd notiqmiaas odd ne beesd ote be 
me nottexol gre ato dase ed Ifiwatonom " 
ett ont ‘tee qe need evant es ents t edd 
bifevis eldd ely fe - OCOS arsey 
eteltbemm! aeol so ueekia tl noldaqmirc ot @ | a: 
feredd Jon exva eteataa 

voy Aaldd It SASPAAM ofM 1 a 
edt ao ebanr sew colsoetorg edT digit one 
bivow ceivitensto Level etd tadt etead 

te ef Ji. a8 ame odd ¢Ledamtxongas nitamet | 
aft esu tact tis) ef ,emtt ta5ccoenq oft 
jouw .ebem ef biyuoo tart moliqnuena teed 
evad tdyinm avrotost oimonoog Jedw aniworal 
sutu? edt af potewtrtiiedt ad tostte as 


aeteet OS to aL. 


«a 2275 = The Chairman 


THE CHAIRMAN: If sufficient 
markets do notdevelop, would you expect the 
expenditures on exploration to be reduced? 

MR. KARTZKE: Yes. 

THE CHAIRMAN: There is another 
question which is rather allied to that. Is 
it probable that new discoveries of oil and 
gas will bear the same rough approximation to 
the amount spent on drilling? I wanted to 
ask this question to elarify the situation 
in my own mind, as to whether results will 
depend on expenditure over a long period, 

MR, KARTZKE: I think that 
is correct, 

THE CHAIRMAN: Due to the 
limitations of the potential Canadian 
demand, is it fair to presume that the 
industry includes the export market in the 
United States, and particularly Minneapolis 
and St. Paul, the Pacific northwest and 
also perhaps the Detroit - Toledo area, and 


those are the markets you are unsure of, 


‘as I understand it? 


MR. KARTZKE: They can be 
affected by swh things as we point out; 
tariffs in other countries, 

THE CHATRMAN: What I am 
trying to come to is that this rate of 
development, the rate of exploration, the 


whole projection as to future reserves or 
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discoveries, is dependent upon the opening up 
of those markets in those areas in the United 
States? 

MR. KARTZKE: Yes, that and the 
projected increase in intermal demand within 
Canada, 

THE CHAIRMAN: Oh, certainly; 
but as far as the projected internal demand 
S0€sS, you can make some guesses and assumptions 
there which may be right or may be wrong, Ene 
at least you have something to go ome But the 
whole curve you have set out in this first 
chart, as I understand it,is really based on 
the amount of money that is going to be spent 
on exploration, and that in turn will depend 
on the markets, while that will depend to a 
very large extent on the markets that may 
open up in these areas in the United States, 
We want to be clear on this, 

MR. KARTZKE: I think we would 
agree with that, except to perhaps quibble 
about the words "very large extent", 

MR, MORRMAN: Certainly some 
export is included in nearly all estimates 
of production, 

THE CHATRMAN: What percentage, 
roughly, over the long term? 

MR. DIAMOND: Right at the 
present time there are 100,000 barrels 


a day going to the Pacific northwest, about 
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10,000 barrels a day going to the Superior 
market, and 15,000 to 20,000 going to 
Minneapolis and St, Paul. 

THE CHATRMAN: But in your 
long-term pro jection of discoveries, which we 
are hooking on tomarkets, you are basing 
the market estimates on the Canadian demand 
plus export demand. How much weight did you 
give to the export demand? 

MR. DIAMOND: About one-third, 

THE CHAIRMAN: It would be 
very much higher than it is at the momen? 

MR. DIAMOND: No, that is just 
about what it is, 

THE CHAIRMAN: You are just 
assuming that the present division carries 
right through; is that right? 

MR. DIAMOND: Yes, 

THE CHAIRMAN: On page 3 you 
set out the duties that are payable on 
Canadian crude going into the United States. 
Are those duties high enough to have a really 
restrictive effect on Canadian exports, or 
is it the other quotas or the restrictive 
measures that are the deciding factors? 

MR. KARTZKE: I would say that 
at the present time these duties definitely 
have an effect on the amount of oil being 


shipped to the United States, 
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THE CHATRMAN: That the duties 
have an effect? 

MR. KARTZKE: Yes, 

THE CHAIRMAN: In other words, 
10% cents a barrel on the low gravity crude 
is an effective barrier? 

MR. KARTZKE: Oh, yese 

THE CHAIRMAN: And of course 
apart from everything else it quite obviously 
means that your net price here is that much 
lower, and you have to operate accordingly? 

MR. KARTZKE: Yes, 

THE CHAIRMAN: Now here is a 
question that I think is perhaps a more 
difficult one, but one that I believe we 
should ask the industry. What do you think 
the Canadian policy should be regarding oil 
imports into Canada? Do you think there 
should be any duty on oil coming into this 
country? 

Other people have ap peared 
before this commission and said there should 
bee Others who have appeared before the 
commission said that in certain cases if there 
is a duty on a Canadian product going into 
the United States, then there should be 
a corresponding duty on importations into 
Canada. 

You cannot generalize on those 


things. It depends on the industry and the 
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product and a lot of other considerations, but 
what I am asking is whether you have an opinion 
on this subject as an industry or as individuals, 

MR. KARTZKE: As an industry I 
think you would find a varied opinion, and I 
do not believe we could say, because I think 
various members of the industry would have 
varying opinions,depending upon the circumstances 
in which their particular company or operation 
might be involved. If you polled the industry 
you could get an answer from yes to no and all 
intermediate degrees. 

MR. MORRMAN: I really do not 
have an opinion. 

THE CHAIRMAN: All right; I do 
not press it. At least as an industry you 
have not a strong, unanimous opinion one way 
or the other? 

MR. KARTZKE: I am sure that 
is the case, 

THE CHAIRMAN: If there were a 
duty on importations, say for the sake of 
argument equal to the United States duty on 
- oil going into the United States, could 
Canadian oil products compete in the Montreal 
market? 

MR. KARTZKE: There is also 
a difference of opinion on that particular 
question. We gave you the majority opinion, 


which represented the opinion of I think 90 
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per cent of the board of governors on that 
particular matter, The other 10 per cent 
felt that the Canadian crude could compete 
in the Montreal market under present 
circumstances, 

THE CHAIRMAN: Well, would the 
90 per cent feel they could compete if there 
were this kind of duty on importations? 

MR. KARTZKE: It would depend, 
I am sure, on the amount of duty that was 
imposed, 

THE CHAIRMAN: Suppose it was 
the same as the United States duty? 

MR.KARTZKEs A 10 cent duty 
on low gravity ecrudes would narrow the 
margin, As far as my personal opinion is 
concerned, I do not believe that would be 
sufficient to make us competitive in 
Montreal, However, you will appreciate that 
that is by no means a unanimous opinion of 
the board. 

THE CHAIRMAN: Dr. Stewart says, 
would you care to tell us what the prices 
are at Sarnia and at Montreal? 

MR. KARTZKEs On what quantity 
and what quality, and all the other things? 

MR. STEWART: Don't ask me the 
questions, You give me what you think is 
the best answer, 


MR. KARTZKE: There is not any 
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answer to that, It is like. potatoes, the 
culls do not bring as much as the good 
potatoes. So we just cannot answer that 
question, unless you mean the same gravity 
in the two places, what is the difference? 

MR, STEWART: That is right; 
that is it. 

MR. DIAMOND: The only’ figure 
I have worked out in that regard is the 
difference in price of Venezuela crude and 
what we can lay down western Canadian crude 
at Montreal, and the lowest difference I have 
been able to reach is 16 centa, 

THE CHATRMAN: What I was 
leading up to was this, When the St, 
Lawrence seway is completed, will Venezuela 
erude be laid down in Ontario at a price 
which will make things awkward for you? If 
your 16 cents differential is right, the 
answer surely is that it will, but I do not 
want to answer the question; I would like 
you to answer it, 

MR. KARTZKE: I definitely 
think there would be an impact on our Ontario 
market. By that I mean there might have to 
be changes in the price structures and 
changes even in the pipe-~-line operation to 
take care of such a situation, 

THE CHAIRMAN: By that you mean 


you would meet whatever the imported price is? 
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MR. KARTZKE: I think we would 
make changes so that we would not lose the 
Ontario market. 

THE CHAIRMAN: That is what I 
wanted to knows; because it seemed to me that 
if you did not make those changes your 
projections of reserves were going to be 
out. So if necessary you could meet that 
kind of competition? 

MR. KARTZKE: I think we would 
have to. 

THE CHAIRMAN: If you can do 
that, I do not see why you cannot make 
similar adjustments which would let you into 
the Montreal market, 

MR. KARTZKE: Well, I think 
you are asking questions which we are 
struggling with, because we cannot tell you 
or we do not know all the answers to what 
might happen to the world picture in oil. 
Oil is competitive, being a very 
transportable fuel, with oil that comes 
from everywhere else, and we cannot answer 
those questions because we arse not well 
enough acquainted with what the demand will 
be provided certain things happen, 

THE CHAIRMAN: You see our 
problem, If you cannot make a reasonable 
guess, it is going to be difficult for us 


to do so. One of the things we are trying 
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to do is indicate in broad terms what are the 
future prospects for different industries in 
this country; and unless we get down to, I 
will not say details, but unless we get down 
to cases to a certain extent we cannot come 
up with any conclusions. 

If you would be in a position <-- 
and I come back to it == to meet the competition 
of foreign importations into the Ontario 
market after the seaway is completed, I do not 
think it is too illogical for me to ask, is 
it very different from meeting that same 
competition in Montreal as of now, 

MR. KARTZKE: Well, the tariff 
between Montreal and Toronto in one direction 
actually is not quite parallel with that in 
the other direction. Suffice it to say, I 
think, that the industry has not felt it 
necessary to compete in the Montreal market 
up to the present time. 

THE CHAIRMAN: What we are 
looking for is information, and I quite 
appreciate the fact that some of the 
questions IT have been asking do not lend 
themselves to a definite yes or no answer. 

I think that is all I need to say on that 
sub ject. 

In your brief you refer to 
the fact that changes in foreign government 


policy -- and by that you mean the United 
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policy -- and by that you mean the United 
States government policy, I believe -=- which 
would affect Canadian production, are import 
policies and tariffs of foreign governments, 
and again I presume you mean the United 
States government. 

I think we would like to know 
what you in the industry expect is going to 
happen in that regard. What I have in mind 
particularly is what is going to happen with 
respect to the informal restrictions which 
are now in effect as a result of United 
States government policy. Do you think 
they are going to last for a while? How 
long do you think they are going to last? 

Quite obviously this is a’ 
vitally important question as far as the 
Canadian industry is concerned, and I am 
sure that perhaps not as an industry but 
as individual companies you have your own 
views as to how long that kind of restrictive 
policy is likely to be continued, 

MR. KARTZKE: In answer to your 
question, in the first place we do not 
restrict it necessarily to the policies of 
the United States government. We can foresee 
that the tariff policies of other foreign 
governments outside the United States might 
affect our production, That is, export 


tariffs in Venezuela and the Middle East could 
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affect our production. 

As to the second part of the 
question, the voluntary restriction on 
imports into the United States to the best 
of my knowledge has not yet affected any 
import of any oil from Canada, so I think 
the only answer we can give to that is that 
we would expect pressure from the American 
oil industry to continue to maintain the 
present position that the United States 
government has taken, 

THE CHAIRMAN: The industry woulda 
press for a continuance of the informal 
restrictive arrangements, rather than have 
those arrangements translated into formal 
regulations? 

MR. KARTZKE: Yes, 

THE CHAIRMAN: You say it has 
not up to date affected the importation of 
Canadian oil into the United States? 

MR. KARTZKE: Not to the best 
of my knowledge. 

MR. DIAMOND: Our markets have 
been those which could not be supplied by 
American crudes, 

THE CHAIRMAN: Would that 
apply to your estimates of an expanding 
export market in the United States? 

MR. DIAMOND: Yes. We have 


mentioned California, and at the present time 
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California imports crude, They have not enough 
for their own use, 

THE CHAIRMAN: I suppose basically 
the policy is designed to stimulate exploration 
for oil in the United States, Is that fair? 

MR. KARTZKE: That is certainly 
the over-all policy, The pressure that is 
being exerted is to allow the larger allowables 
in certain portions of the United States to 
increase the desirability of the economic 
atmosphere for producers in certain areas, 

THE CHAIRMAN: What is the long- 
term trend in the United States; increased 
prices? 

MR. KARTZKE: I do not think 
any of us could answer that question, 

THE CHAIRMAN: Well, if these 
are the kind of questions which nobody can 
answer, just say so; but they are the kind 
of questions which I suppose somebody who 
does not know anything about the oil business 
might be expected to ask. 

MR. MORRMANs I think in that 
respect most of the people in the companies 
feel that the long-term outlook is one of 
shortage of supply rather than an over- 
supply, and that the present temporary 
oversupply will disappear in a matter of a 
few years, So we are not too much concerned 


with the markets for the oil, 
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THE CHAIRMAN: That is exactly 
the point I wanted to ascertain. 

MR. MORRMAN: I do not think 
any of us can prove it, but that is the way 
we feel. 

THE CHATRMANs Well, you are 
in the industry. You should be able to make 
a pretty good guess, anywaye 

Now, I wanted to ask a few 
questions about the proration and reservation 
system, As I understand it, here in Alberta 
there are about li; million acres of crown 
land, or there were about 4} million acres 
of crown land under reservation or lease at 
the end of 1954, I wondered if you could 
give me a breakdown between the acreage under 
reservation and that under lease? 

MR. KARTZKEs We have not that 
here, but we will let you have it. 

THE CHAIRMAN: I presume a 
very large percentage would be under 
reservation and not yet under lease, e 
have already asked this question: how many 
acres of reasonably potential land are not 
yet under reservation or lease? 

Now, can you answer this 
question, Is much of the land under 
reservation at the present time not being 
explored or developed very quickly? 


MR. KARTZKE: Under the existing 
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regulations you are required to make certain 
work conmmittments, You cannot hold the 
acreage without exploring it, so I think the 
answer to that is that all the acreage under 
reservation is being explored, at least to 
some extent, 3 

As the regulations are laid 
down, the longer you hold it the more work 
commitments vou haves Therefore, the older 
the reservation is the more quickly it is 
being explored, 

As to the leased acreage, there 
is a rental of $1 per acre per year. That is 
a rather high rental in our business, and it 
would be very expensive for anybody to hold 
leased acreage and not explore it, 

THE CHAIRMAN: I was thinking 
more of the acreage under reservation, and 
I presume you cannot go ahead and do all the 
work that is necessary over night: people 
must be given time, and I daresay there are 
extensions of one kind or another, although 
I do not know, 

What I am looking for is 
whether people in the industry -- and I 
certainly would not expect an unanimous 
answer on this one =-- feel that a 
considerable amount of land is under 
reservation and is not being explored very 


rapidly. 
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MR. KARTZKE: I think the 
industry's answer would be as follows, In 
order to do a proper exploration effort it 
requires a large amount. of acreage in an 
oil province of this kind. By that I mean 
you never know where geology is going to 
lead you, and you may get a'lead and have 
to chase it quite a long way before you find 
an oi1 field. So inherently in our 
business it requires large amounts of 
acreage to carry on a good exploration 
effort 

THE CHAIRMAN: I thought 
people were restricted to not more than 
100,000 acres, or two pieces of property 
of 100,000 acres. 

MR. KARTZKE: That is, one 
corporation is restricted, There is a 
certain limitation. 

THE CHAIRMAN: Does that work 
out in practice, or what do you do-in 
practice? Is that enough, or do you 
arrange to get more? z | 

MR. KARTZKE: We have 
corporations. 

THE CHAIRMAN: In-~ ~ Words, 
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in practice? Is there any difference of 
view about this? | 

MR. KARTZKE: No, I do not 
think so, 

THE CHAIRMAN: Everybody does 
it? 

MR. KARTZKE: Yes. 

THE CHAIRMAN: In freehold land; 
is there much of it? 

MR. KARTZKE: No. As you 
probably know, -along the 9th parallel there 
is a reasonable percentage, in some areas 
as high as 50 per cent freeholdings, but in 
total I think it is less than 10 per cent, 

MR. DIAMOND: As far as the 
individual farmer goes, it is only 3.45 per 
cent, The Canadian Pacific and Hudson! s-Bay 
would have about LO per cent, and the rest 
would be in dont Gs lands. 

THE CHAIRMAN: Is there any 
restriction at all over any of those freehold 
lands? 

MR. KARTZKE: As to how much 
land you may lease? 

THE CHAIRMANs Yes, or reserve 
or anything else? 

(No answer, ) 

THE CHAIRMAN: Are figures 
available which would give a breakdown of 


the total acreage under reservation, as 
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between what might be described as the larger 
companies and the smaller ones? 

MR. KARTZKE: That is a breakdown 
between the amount of acreage held by major 
Oil companies, as compared to independent oil 
companies? 

THE CHAIRMAN: Yes, 

MR. DIAMOND: We can get you a 
percentage figure. 

THE CHAIRMAN : That will be good 
enougnhe Now I want to ask another question, 
which we have asked once or twice before, Is 
there a breakdown available of the total 
expenditure, as between exploration and 
development? 

MR. KARTZKE: That is not 
available at the present time, but we hope to 
have it available in our study. 

THE CHAIRMAN: You have to take 
it on a company by company basis, I suppose? 

MR.. KARTZKE: That is right. 

THE CHAIRMAN: In the meantime 
perhaps you could let us have that breakdown 
for two or three of the larger companies, 
Give us the average, if you like, because 
we are not interested in individual comp any 
results or figures, 

MR. KARTZKEs: You would like 
that figure before we complete the study in 


March? 
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THE CHAIRMAN: Just so we would 
have in our own minds some rough idea of the 
respective costs. of exploration and development. 
If you would care to give me a rough idea off 
the cuff it would suffice for our purposes at 
the moment. 

MR. KARTZKE: I think we can 
provide you with that figure; yes. 

THE CHAIRMAN: In that kind of 
breakdown is it customary to make any allowance 
for gas discoveries, or would the exploration 
and development expenditures be shown in total 
per barrel of oil, with gas being sort of 
treated as a by-product? 

MR. KARTZKE: Naturally when you 
explore you do not know whether you are going 
to find gas or oil, so you have to say that in 
general we are looking for oil, and generally 
we term exploration expense per barrel of oil, 

THE CHAIRMAN: If you found a 
lot of gas you would be loading the figure 
in a sense, would you not? 

MR. KARTZKE: What we have done 
in cases like that, where it would be 
appreciable, is this, We have endeavored to 
change the gas over to oil on the basis of 
a B.T.U. conversion factor, so we do have it 
in terms of barrels again. 

THE CHAIRMAN: When you let 


us have that breakdown, could you also indicate 
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to us how those costs per barrel compare with 
Similar expenditures in various areas of the 
United States and other countries? 

MR. KARTZKE: Over the same 
period of time? 

| THE CHAIRMAN: Whatever is an 

appropriate comparison, For all I know, a 
comparison over the same period of time would 
not mean as much as a comparison over a 
longer period of time in other countries 
where the industry is older, I would like 
whatever you think is the correct comparison, 

As I understand it, under the 
present system here if you get a reservation 
and you find oil, you are required to make 
substantial expenditures on developing that 
oil within a reasonable time, What I want to 
ask is, does the industry approve of that 
policy, which requires you to make substantial 
expenditures on development before you are 
sure of markets for the oil? In other words, 
does the system mean tying up a lot of 
capital in development ss you do actually 
get a market in which to sell the oil? 

MR. KA RTZKE « Mr. Morrman and 
I think the industry would say in general 
that they are satisfied with the rate of 
development that has been required up to 
the present time under the present 


regulations, 
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THE CHAIRMAN: And would you 
think the same rate of development should be 
required from here on, until this question of 
markets is a little more certain? 

MR. KARTZKE: TF would not want 
to say that, no, because there might be 
certain economic factors which would change 
the atmosphere and would require the industry 
to ask for a slowdown of development, 

THE CHAIRMAN: But the industry 
has not felt that it was necessary or 
desirable, or that the time was ripe,to ask 
for such a slowdown? 

MR. KARTZKE: No, we have note 

THE CHAIRMAN: Would that view 
be held by both large and small operators? 

Is there a difference of view as between the 
larger companies and the smaller ones? 

MR. KARTZKE: I do not think 
there is any great difference of view in 
that regard, The board of governors is made 
up of approximately half the majors and half 
the independents, and the matter has not come 
UPe 

THE CHAIRMAN: Then that is 
pretty conclusive. Then speaking more 
generally, does the industry approve the 
present reservation and prorating system? 

MR. KARTZKE: Well, would you 


divide the .question? Does the industry approve 
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the present reservation system? In general 

I think the industry des, We have presented 
some briefs to the authorities here and in 
Saskatchewan and in British Columbia, 
requesting some changes, 

THE CHATRMAN: I do not mean in 
points of detail, 

MR. KARTZKE: In general we have 
lived very nicely under the present regulations, 

THE CHAIRMAN: Does that apply to 
the proration system also? 

MR. KARTZKE: I do not think we 
can say there is anywhere near the unanimity 
of opinion as to proration as I can with regard 
to the regulations, 

THE CHAIRMAN: What are the pros 
and cons of the present prorating system? 

MR. KARTZKE: The conservation 
- board is regularly hearing representations by 
operators in various fields to change the 
proration system; that is, to change the 
amount of oil you can produce by virtue of 
water, gas, secondary recovery, and a great 
many technical aspects, 

THE CHAIRMAN: I was not thinking 
of that so much, I was thinking of the broad 
over-all provision, as I understand it, that 
the demand or the market for oil every so 
often is divided among the various producers 


in the various fields by some proration system. 
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If a new field comes in, the operators in that 
field get their share and the operators in the 
older fields get a smaller share, as a result, 

That is the sort of broad 
principle I was thinking of, and I was wondering 
whether that broad approach met with the 
general approval of most of the members of the 
industry, or if there were differences of view; 
and if there were differences of view, what 
were the arguments pro and con on the general 
principle, 

MR. KARTZKE: JI think we can say 
in very broad terms that the industry certainly 
is in favour of control of some kind, There 
may be a few individuals who would not go along 
with that, but I think in general that would be 
the case, The only thing we want to be sure 
of is that that control is sufficiently flexible, 
shall I say, so we can, in cases where 
necessary, change the control to suit the 
economic conditions which may prevail in a 
particular instance, 

THE CHAIRMAN: Let us get more 
specific, then, If a great many new fields 
were developed, surely the producers in the 
Older fields, if they were not also interested 
in the new fields, would complain that the 
present system, if it was not changed, worked 
to their disadvantage, Is that a correct 


presumption? 
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MR. KARTZKE: Yes. 

THE CHAIRMAN: I am really just 
developing a question, and I do not know 
whether it is a fair assumption. 

MR. KARTZKE: That is quite right. 

THE CHAIRMAN: Therefore what I 
was coming to, is that a point where the views 
of the larger and smaller operators might 
differ? I can imagine that the larger operators 
are probably going to “ in all the fields, 
whereas the smaller ones might not be; and what 
I am really looking for is to find out whether 
there is a unanimity of view among everybody 
in this industry, or whether there are any 
points of difference, 

MR. KARTZKE: Certainly when that 
Situation you have proposed arises, there is 
going to be pressure from the operators to 
have their allowables restored, in one manner 
or another. 

THE CHAIRMAN: But it has not 
gone to that stage yet? 

MR. KARTZKE: Yes, it has, 

THE CHAIRMAN: I am really getting 
back to the question I asked earlier, whether 
there would be anything to be said for using 
up the oil in one field before you move on 
to another, Obviously you must have some 
incentive, or people are not going to develop 


a new field, So it is a question of judgment, 
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I suppose, as to how far you go, If you went 
too far there would not be enough in it: you 

would reduce the allowables right across the 

piece, I suppose, and you would not like it, 

But I take it this is a point on which there 

could be differences of opinion? 

MR. KARTZKE: I think that is 
right; and about all we can say is that there 
must be a time period balance between the 
incentive for producifig and the incentive for 
exploring. 

THE CHAIRMAN: In a general Way 
can you tell us how the Alberta system of 
reservations and leases and the sale of crown 
lands and royalties and prorating, compares 
with the situation elsewhere, particularly in 
the United States, for instance, or any other 
country? 

What I really mean is this, Is 
this system here modelled on a plan of operation 
in the United States which has proved satisfactory 
there, or is this sys teri Here one that has 
features that are different? 

MR. KARTZKE: I think this 
system has features that are quite different 
than you would get in the United States, The 
oil industry in the United States grew up on 
the basis of leasing land, Naturally there 
was a much greater proportion of freehold land 


in most areas in the United States, and that is 
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the reason it grew up in that way. The United 
States government in general leases its land; 
it does not grant reservations, 

‘In more recent years there have 
been definite changes in the policies of the 
various governments in the United States, 
particularly offshore, in Louisiana and Texas, 
There are some similarities between the methods 
they now use offshore and the ones which were 
really originated here in Canada, So by a 
process of evolution in both areas they have 
followed the same methods, 

In that regard the association 
is preparing a study and brief to present to 
the Alberta government as to changes which we 
would like, and we feel quite free to present 
our ideas in that regard, 

THE CHAIRMAN: I am quite sure of 
that, because your ideas, as I take it from - 
what you have said, deal with points which you 
think should be changed; but you are not 
disagreeing with the over-all principle of the 
present system? 

MR. KARTZKEs No; I think the 
industry is heartily in agreement on the 
point that we have lived very well in Alberta 
to date, 

THE CHAIRMAN: Is the system 
in the Middle East or Venezuela quite different? 


MR. MORRMAN: It is quite similar, 
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THE CHAIRMAN: What about 
Saskatchewan and Manitoba; are their systems 
more or less identical with the Alberta 
system? * 

MR. KARTZKE: Not identical, 
but similar, 

THE CHAIRMAN: No points of 
departure in particular? 

MR. KARTZKE: No, 

THE CHAIRMAN: Everywhere we 
have gone so far, and I expect we wilY“hbar 
some in other parts of the country, there 
have been suggestions that the element of 
risk in various occupations should be 
reduced, Is there any way of reducing the 
element of risk in your business? 

MR. KARTZKE: Well, about the 
only way of reducing the element of risk is 
by some way of compensation when you are 
successful, In that regard the association 
has presented briefs to the dominion 
government requesting a depletion allowance -- 

THE CHAIRMAN: You mean the 
compensation or the reward for success should 
be sufficient so you will go ahead and take 
the risk? 

MR. KARTZKE: Yes, 

THE CHAIRMAN: Is there any way 
of reducing the risk and thereby reducing the 


reward if you are successful? That is what 
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a lot of people in other industries are looking 
for, 

MR. MORRMAN: I believe as a rule 
we are generally willing to assume the risk, 
and will reduce the risk through efficiency 
of the operation, I do not believe there is 
any outside way of reducing the risk, 

THE CHAIRMAN: The risk is in 
the exploration side, and that. is why I wanted 
to get the costs of the exploration work, apart 
from development, Once you have found the oil, 
the element of risk is reduced to manageable 
proportions, because you are not going to spend 
the money to develop the oil unless there is a 
good chance of being able to sell it within 
@ reasonable time, So you get down to the 
exploration side of the expenditures you have 
to make. Until we get your figures and find 
out what they amount to, I find it difficult 
to ask questions on that, 

Now, in our studies or our 
assessment of each industry, we are trying to 
come to some conclusions as to the probable 
structure of the industry over the period of 
10, 20 and 25 years at which we are looking. 
Am I right in thinking that under present 
conditions of surplus supply the smaller 
producer is at a very great disadvantage 
vis-a-vis the large, integrated companies? 


I assume the smaller company is always ata 
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disadvantage in any industry, but it seemed to 
me that in this industry, in periods of surplus 
the smaller producer was at a great disadvantage, 

MR. KARTZKEs: The answer to that, 

I think, is“this. If you mean can a large 
corporation survive a period of low economic 
return better than a small one, perhaps the 

answer is yes, if the small individual is 

only interested in one particular spot. On 

the whole the answer to the question, I think, 
would be that the large corporations feel the 

over supply position, also the high demand position 
which sometimes occurs, just as much as the 

smaller operation. 

THE CHAIRMAN: Well, because of 
the economic situation, or the present situation 
of oversupply, is it likely, do you believe, 
that there will be a continuance of the trend, 
or what seems to be a trend, to a greater 
concentration of the industry in the hands of the 
larger integrated companies? 

MR. KARTZKR: I would like to say 
that that trend is not particularly representative, 
in view of the fact that when the oil industry 
started up here, a lot of corporations were 
formed, which required boom times to exist. 
Naturally when those boom times ceased, they 
had difficulties. Under the more stable _ 
operation atmosphere that we have at the 


present time and have enjoyed for the last two 
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or three years, I think the smaller independents 
have had just as good sailing as the major oil 
companies, 

THE CHAIRMAN: TI do not think 
that quite answers my question, It may be a 
good thing in the interests of efficiency for 
this industry, as is true in other industries, 
to gravitate into the hands of large, 
integrated organizations that operate all the 
way from the raw material down to the consumer, 
We see that in every industry these days, and 
I do not see why people wuld expect it to be 
different in this industry, All I want to 
know is, does that trend, which is probably 
general, apply also to the oil industry? 

MR, KARTZKE: I do not think we 
can agree with you that there is such a trend 
in the oil industry, 

MR. MORRMAN: We do not believe: 
there is yet, 

THE CHAIRMAN: In other words 
there may be, but it is not apparent as yet? 

MR. MORRMAN: There is some 
consolidation of some of the smaller companies 
to bring about more integration, 

THE CHAIRMAN: Well, as you 
gentlemen know, there is a feeling in some 
quarters that the oil industry will graddally 
gravitate into the hands of the larger 


companies, and in particular into the a a 
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larger companies that are American ciipntiieey or 
their subsidiaries, What I am asking is this; 
is that likely to happen? 

MR. KARTZKE: Being representatives 
of two sizeable companies, we can quite appreciate 
what you say. About the only thing I can say 
in reply is that the independent oil operators 
in the United States, which has had lO years more 
his tory than we have had in Canada, represent 
avery, very large proportion of the oDL 
industry. 

THE CHAIRMAN: I know that, and 
I was going to ask whether, if I was right 
in presuming there was such a trend in Canada, 
if there is such a trend or there may be such 
a trend if it is due mainly to the size and 
resources of the larger companies, or whether 
it is due to tax laws and policies of the 
Canadian and United States governments. 

I am fully conscious of the 
fact that in the United States the soe 
called smaller but failry large independents are 
a very important part of the oil industry; and 
what some Canadians are wondering is whether 
that is going to be true here and if not, why 
not; whether it is a question of tax 
regulation or whether it is just a question 
of the size of the resources, 


MR. KARTZKE: Mr. Morrman and I 
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think it will be true that the independent portion 
of the oil industry, and by that we mean the 
smaller companies, will grow in Canada. 

I would like to say that the 
exploration effort in Canada is just a little 
bit different than the exploration effort in the 
United States, in that operations on larger 
LETS ot land are expensive, Gio sat nets in the 
far north are expensive, and it requires 
considerable backing in order to carry on such 
exploration operations, 

In general the history in the United 
States has been that independents do not participate 
in that kind of large exploration effort. Their 
position is in the more developed portions of the 
states, where they are able to do things in’ some 
cases much more efficiently than the large 
integrated oil companies can do. 

THE CHAIRMAN: i do not want you 
to misunderstand me, I believe that Canadians 
appreciate the great contribution which United 
States capital and in particular United States 
know-how have made in speeding up the development 
of Canadian resources, not only oil resources 
but the Canadian resource industries generally, 
since the end of the war. Perhaps this 
applies particularly bo tee oil industry, but 
it applies to other industries as wel! 

Having said that-~ “© not suppose 


many people, Canadians o~@ ““*'Cansswould think 
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that it would necessarily be a desirable thing 
for too great a proportion of a Canadian resource 
industry to be controlled permanently by non-= 
residents of this country. You heard what 

the mayor said this moming, and you hear that 
right across the country. 

If this is a fair presumption -- 
perhaps it is not =+ what I wanted to ask was 
whether the industry had any views as to how the 
present trend, if there is one, could be slowed 
down or reversed, 

MR. KARTZKEs I think we can only 
give our answer again, perhaps in a little 
different words, We think the trend will be 
toward independent oil companies being formed 
in the more explored areas where independents 
can operate as well as or in some cases better 
than large companies. I would hazard a guess 
that you would find a growth of independent oil 
companies in Canada similar to what was 3 
experienced in such places as Texas and Oklahoma 
in the last 15 years. 

THE CHAIRMAN: And would that 
development, do you think, have to wait until the 
situation with respect to markets was cleared up 
a bit? It will all come within the period at 
which this commission is trying to have a look; 
but is it the kind of thing that would normally 
come with the development of markets, and would have 


difficulty in developing in the present period 
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of oversupply? What sort of conditions would be 
required for the independents to flourish? 

MR. KARTZKE: I do not think the 
market situation is as pertinent as the actual 
exploration situation, If I were representing 
an independent oil company I would certainly 
never recommend that a small independent oil 
company explore in the Northwest Territories, 
However, in areas such as Pembina and similar 
areas, where the industry is well established, 
the independents do very well, 

THE CHATRMAN: I suppose it could 
be argued that if at some time in the not too 
distant future there was a reasonable expectation 
that there would be an undersupply of oil to 
meet the demands of this continent -= and I start 
off by saying "if"; if that were believed, and if 
it were believed that the result would be an 
inerease in prices, you could think we might have 
two alternative approaches, One would be to 
go slow and wait until that market developed and 
then get a better price for Canadian oil, Or 
the alternative presumably would be to export 
as much oil as we could, depending upon the 
policies of restrictions of foreign governments 
which you mentioned, and produce as much as the 
market would take without too much regard to 
immediate prices, 

Are there any arguments for and 


against those two alternatives, or is the second 
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one just obvious, in your opinion? 

MR, MORRMAN: It seems to me it is 
a matter of economics in the oil industry, as 
in any other industry. We can argue well, let 
us not do anything but just wait until the prices 
are better. I think we must go ahead and 
develop, Historically, as oil has been found 
the markets have been found, and prices have gone 
along with the prices of other goods. 

THE CHAT RMAN 2 I wanted to ask one 
or two questions about gas, In connection with 
the projected reserves up to 1969, which are 
shown in your appendix B, you refer to the fact 


thes they are very conservative, Do you think 


2 


they are so couservative as to be unrealistic? 

I was a little bothered about it 
because of the words you use to qualify the 
projections, and I wondered if in practice you 
mean there is really so Little information 
available that you cannot make a projection 
that means very much, and that your guess would 
be that this was very considerably on the 
conservative side. | 

MR. KARTZKEs I think what 
bethered us when we put this in was this, As 
you perhaps realize, there are two projections 
we have used, one by the Alberta conservation 
board and one by the industry, and there are 


wide variations, From the fact that this 


occurs, and the fact that we know the data on 
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which we are working is affected by a great many 
things, I do not know whether we have made a good 
estimate or not, 

THE CHAIRMAN: Is it fair to say 
from the remarks you have made in the brief that 
you think if you have erred you have erred on the 
conservative side? 

MR. KARTZKE: Yes, I think so. 

THE CHAIRMAN: As I understand it, 
the tentative plan for selling gas is quite 
different from the prorating system for oil, 

The guestion I wanted to ask is whether the 
proposed plan provides any incentive to exp Lore 
for gas, except incidentally in connection with 
the exploration for oil, I presume on occasion 
you go to look for gas where you think there is 
Zags. Does the proposed plan provide that kind 
of incentive? 

MR. KARTZKEs Well, we are not 
quite sure what plan is going to be finally 
followed, We in the industry feel there is going 
to be an expanding market for gas once it reaches 
the market, and that will certainly provide an 
incentive for the development of gas reserves. 

THE CHAIRMAN: Well, is there any 
argument in favour of dealing with gas in the 
same way as the prorating system for oil? 

MR. KARTZKE: I do not believe we 
have an opinion on that one. 


THE CHAIRMAN: I think we might like 
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to ask a question or two more about gas after 
lunch, if you do not mind coming back for a 
short time; but the mayor has been good enough 
to invite us to lunch and we must adjourn now. 
If you will excuse us I think we should adjourn 
until two o'clock, We will try not to hold 
you up too long, We are very grateful to all 
three of you for the very helpful way you 


have tried to clear up a lot of points for us, 


eo*At 12200 noon the ~ oa 


commission adjourned, 


wo2-The commission resumed 


at 2300 poms, 


THE CHAIRMAN: Shall we come to 
order, gentlemen? When we broke off just 
before lunch I said there were a few questions we 
would like to ask about gas, Would you like to 
give us your views as to which markets are likely 
to return the best net price to the producers; 
either the east or the middle west or the north= 
west, and the prospects of Soda weeds in those 
markets. 

MR. KARTZKE: Let me be sure I 
understand your question, Your question is, 
which of the markets would return the best price 
to Alberta producers, The second part was, what 
were the prospects of being able to sell gas to 


those markets? 
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THE CHAT RMAN s Yes o 

MR. KARTZKEs: As far as the latter 
part of the question is concerned, I think the 
industry is pretty well of the opinion that we 
will, in the reasonably near future, sell gas to 
markets in the Pacific northwest, markets in the 
east, and markets in the great lakes area, 

As to the price that might be 
returned, as you are well aware there is a great 
conflict of opinion as to what market will, in 
the long run, return the best price, and I do 
not believe you could find any over-all opinion 
which would express the opinion of the industry 
in that regard, 

THE CHATRMAN : Would you like to 
express your own opinion? 

MR. KARTZKEB: My own opinion would 
be that under normal circumstances, that is, the 
industry being allowed to produce gas in what we 
might call a normal way, the largest market 
closest to the source of supply should be able 
to return the largest return to the producer; 
and obviously that would be the Pacific northwest 
market 

THE CHAIRMAN: When we were in 
Edmonton the Alberta government, in its 
submissions, recommended the creation of a 
national energy committee, which would study 
the problems and prospects of all sources of 


energy in Canada and make recommendations as to 
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how they should be used in the best interests 

of the country. Perhaps the Alberta government 
did not recommend it, but there was at least 

an inference that there might be some sy stem 

of control introduced over the uses of energy 
SOUurces, 

That is a suggestion which we 
expect to have made to us later this afternoon, 
Karlier this morning Mayor Mackay suggested that 
there should be some control over the end use 
of gas; as he put it, it should be used for 
space heating purposes, 

I do not know much about it, to 
be frank, Would you care to express any view, 
first of all as to whether in the interests 
of the country as a whole there would be any 
benefits to be derived from some form of 
supervisory authority or advisory agency over 
the whole field of energy: and second, whether 
in your opinion there should be any control on 
the sale of gas in terms of end uses? 

MR. KARTZKE: The petroleum 
association has Beet, expressed itself 
to this extent; that it feels there should be 
some talks, not only nationally but more with 
regard to the international problem, with 
regard to the use of gas and oil, so there 
would be a broader view of the whole picture 
and perhaps some broad policy questions 


settled which would allow the industry to 


edteretul tred “ent al Boar ‘Su Biheae vent aad 7 


“Suenertevog atrodtAa add age tet 


ef ta eaw erent 


PY 
uas 
6riog 


mote ye 


Yarene Io seas ont 


ew dolrw no ivesygs 


fmfoomrests bids 


oF ,vt 


qwolyv YHA 


ni Oe 
yevVvo Ye reas 


add ert TOO Ba 


sfeet #t tans 


4 


avtw eo 
ditw 
ereds 

oLiw 


eruiotq of 


pro ivs 4 
ae 


gd prs ambart erty 


od trigim eveds Jany 60 


Po 
gueda doum w 


i * - rare 
wip Yo ri og 


ain 


‘se Urdisreo od to 


tud <.tf bremmooet ton BIDS 
wretnt ns 
revo beonborint fortaos to” 


o89our0E8 


aban svad ot toeqxe 


M oatiriom eld? rotived 


a, of 


b {sro cle etertt 


tuq ef es {eq To 


gilvee 


2seoqrig 


son ob J 


m won 
CuZ YY 


bitow . 


ror 
"™ 


mont 


afordw eri 


solatqo soy uf 


eas Io else arid 


rr Pe 
4 hd: 1 HA i 


ted notte toores 


‘ 


etretxe efris oF 


tou ,aniads omoe 


vino 
at 


edgonl eft oF Bbtaner 


ear est oF Be 
sabaord 2a ed birow 


baord’ empe ‘sqedreq bas 


wolfs biyow dotdd Seltioa 


BROK 


ad 


= 2313 -~ Mr. Kartzke 


progress in both countries, to the economic 
advantage of both countries, 

As far as the other part of the 
question is concerned, as to whether there should 
be some control of the end use of gas, I think 
if the industry were polled, being businessmen 
they would say they would regard the laws of 
economics as a good control in determining 
whether you would use gas, coal or oil, 

THE CHAIRMAN: On the first point, 
your suggestion there there should be consultations 
or discussions at an international level, I expect 
you would find a lot of people would go along with 
that if they thought it was likely to come about 
soon; but I presume when the Alberta government 
made this proposal -- and it is not perhaps a 
proposal that is completely new == they thought 
there might be some advantage in Canada having 
a look at the situation from the standpoint 
of Canada, as a first step, until a broader 
approach seemed possible, What would you think 
of that? | 

MR. KARTZKEs: Well, I think if 
the industry were polled it would probably come 
back to the same thing, and say that we think 
the normal economic laws would act under those 
circumstances as well as they do in our normal 
business. 

THE CHAT RMAN : Normal economic 


laws do not necessarily apply completely to a 
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country like Canada, though. Because of the 
geography there are many things that have bem 
done in the past and presumably will be done 

in the future that perhaps offend a continental 
approach, 

MR. KARTZKE? I wish I could be 
of more assistance on that. I.do not think I 
Cano 

THE CHAIRMAN: Well, of course, 
what some people have suggested is that it mi ght 
be wise to go slow on the sale of gas in the 
immediate future, on the ground that even if 
the estimates of future reserves are conservative, 
there will not be an inexhaustible supply, ad” 
it might be one of the things we could afford. 
to sit on a bit, 

MR. KARTKZE: I think industry 
would reply to you in that regard as Mr, Morrman 
did this morning; that technology being what it 
is, energy sources are always being discovered, 
and we as an industry would not like to sit and 
wait with our resources and have them replaced 
by some other energy source, 

THE CHATRMAN: This is my last 
question, and I want to go back to one point 
we discussed this morning, In your forecasts 
of the markets for oil, I think you said the 
present relationship was two-thirds Canadian 
sources and one-third export, and that in your 


forecasting for the future -- granted that it is 
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subject to all sorts of variations when the 
time comes == you are basing it on the assumption 
that that proportion would continue, 

I suppose it follows, then, if 
that does occur, that the rate of expansion 
of the oil industry will be conditioned by two 
factors, the increase in the population and the 
increased consumption per capita, which 
presumably will be expected to rise steadily in 
the future as it has in the past. Is that a 
fair assumption? 

MR. KARTZKE: That is correct. 

MR, GRAUERs Bearing on that last 
point, according to the chart it would appear 
that the lines of production and demand run very 
close together. If you had an increasing 
consumption per capita, nae it not pull that 
curve away from the production curve in the 
future? You expect the demand to grow with 
the population? 

MR. KARTZKE: This demand curve 
does diverge from the population increase. 

MR. GRAUER: There would be the 
same relationship between production and demand 
all the way through? 

MR. KARTZKE: That was our basis 
in constructing the material, 

MR, GRAUER: If I understood you 
correctly, you thought the surplus position in 


the United States would disappear after a 
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relatively few years and that the trend would 

be more toward a scarcity situation with respect 
to oil. Was that factor taken into account in 
this projection of demand for Canadian production? 
That is, presumably there would be more export 

of Canadian productiion to the United States than 
in the past. 

MR. KARTZKE: If I understand you 
correctly I would answer your question by saying 
that we have forecast that exports are going to 
increasés 

MR. GRAUVER: You have taken that 
into account in your projection? . 

MR. KARTZKE: Yes. | 

MR. GRAUER: There is only one 
other point I want to inquire about. On page 
in the second last paragraph you refer to 
“legislation encouraging free enterprise will 
be of prime importance,” Did you have anything 
specifically in mind in that statement? 

MR, KARTZKE: I think what we 
had in mind there was that all legislation 
which tends to place controls on the industry 
will reduce the effectiveness of our endeavour, 
and the fewer controls we have the more 
incentive there will be for the industry to be 
very active in western Canada, 

MR, GUSHUEs: I had that same 
question in mind, Would it not be better worded 


if you said that legislation would not interferes 
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with free enterprise, rather than legislation 
encouraging free enterprise? 

MR. KARTZKE: That is right. 

MR. STEWART: With regard to the 
export of gas from the province of Alberta, as 
I understand it there will be a gathering system, 
and there will then be the interprovincial pipe=- 
Ling » Could you describe to me the process of 
price determination at the different points; at 
the wellhead, to the gathering system, to the 
interprovincial line, and at the end of the 
line? 

MR. KARTZKEs The Trans-Canada pipe} 
line will come to the provincial border, It is 
presumed =-- and I say it is presumed because that 
seems to be what is happening -- that Trans-Canada 
will contract for gas at that point on the basis 
of an agreed price, and on the basis of an agreed 
gathering cost. Further than that I do not believe 
I can g0,4 

MR. STEWART: That would be an 
agreed price at the wellhead, plus? 

MR, KARTZKE: It is my understanding 
that the agreed price will be at the interprovincial 
border, 

MR. STEWART: So the price at the 
well will be the contract price at the border 
less transport costs, which would mean a uniform 
price in all fields? 


MR. KARTZKE: Nog I am quite certain 
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that will not be the case, However, I would like 
to ask that you direct that question to Mr, 
Loughney, who is going to be here this afternoon, 
who has signed a contract and is much better 
qualified to answer that question than I am, 

THE CHAIRMAN: Well, thank you, 
Mr. Kartzke, We appreciate the help your 
association has given to the staff of the 
commission, and also the brief which you have 
presented and the way in which you have answered 
the questions, or some of them, Dr, Davis, of 
our staff, whom I expect you know, is here 
today. If he may he would like to call on 
your people, Mr, Diamond, and your office later 
on today or tomorrow and perhaps go into some 
of these questions with you a little more fully. 
In the meantime we are grateful to you and to 
Mr, Morrman and Mr, Diamond, 


MR. KARTZKE: Thank you. 
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THE CHAIRMAN: The next submission 
will be made by Mr. E.D. Loughney, vice=president 
of Canadian Gulf Oil, which we will mark as 
Exhibit 62, 

MR. LOUGHNEY: Mr, Gordon and 
members of the commission, first I would like to 
introduce my. colleagues, Mr. Walcott, Mr. Blackstock 
and Mr. Anderson. 

Then we would like to thank you for 
the privilege of appearing before the commission 
to outline our views with respect to probable 
developments in the petroleum industry in western 
Canada over the next 25 years, This forecast 
is based on the past history of Canadian petroleum 
operations, with certain references to United 
States industry experience where applicable, They 
are made assuming that economic and political 
conditions exist which would not be unfavourable 
to the oil and gas industry and would permit normal 
exploration and development to be earried on, 

Coming to crude oil resources, it 
may be noted on the charts which accompany our 
submission that the remaining reserve of crude 
oil in western Canada has increased from about 
_ 70 million barrels at the end of 1946 to about 
AE iter barrels at the end of 1954. Although 
wildeat and development drilling was erratie in 
early years, there appears to be a trend developing 
over the past three years in that between 700 and 


800 wildcat wells have been drilled per year, 
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resulting in the drilling of an average of 1,150 
successful developmient wells each year. We believe 
that the geological prospects in western Canada 
are such that, barring any major change in economic 
conditions, it is reasonable to assume that over 
the years an average of 1,150 successful develop= 
ment wells will be drilled each year in western 
Canada, thereby increasing crude oil reserves 
approximately 350 million barrels per year, The 
graph of remaining future reserves constructed on 
the basis of a 350 million barrels per year increase 
is shown on Exhibit 1. 

Estimated production from western 
Canada oil fields to arrive at remaining reserves 
is based on a study of the market outlets 
available to Canadian producers and what they 
may expect in the future, The market outlets 
for western Canada crude have grown from about 
46,000 barrels per day at the end of 1916 to. 
approximately 300,000 barrels per day at the end 
of 195h. The normal growth of population, 
consumption per capita and exports to the United 
States indicate that production from western 
Canada should reach approximately 525,000 barrels 
per day by 1960, and 600,000 barrels per day by 
19656 

In order to continue drilling wildcat 
and development wells at the rate assumed for the 
purposes of this forecast it is fundamental that 


a large area geologically favourable for 
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prospecting be available under proper economic 
conditions, In view of the fact that some 
900,000 square miles of western Canada is 
potentially favourable for petroleum deposits 
and that only 500,000 square miles have been 
partially explored, plus the fact that only a 
very small percentage of this land has been 
actually proven productive or barren, we believe 
that the opportunities will exist for an active 
exploration and development programme for many 
years to come. By the time the readily 
accessible parts of Canada have been fully 
developed, new techniques and equipment will 
undoubtedly make the difficult terrain of the 
far north country more accessible for exploration 
and drilling operations, 

A summary of the remaining crude 
oil reserve data presented on Exhibit 1 is as 
follows: 

Year end 
Remaining crude 


oll reserves, 
billions of 


barrels - 206 4eO bo75 5.55 6.9 


Dealing with natural gas reserves, 
since the development of natural gas fields has 
been slow due to a lack of market, data on gas 
reserves has been rather sketchy in the past 


but it is generally accepted that Alberta's gas 
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reserves have increased from 2,3 to 3 trillion 
cubic feet per year for the last four years, 
Large gas deposits are being developed in British 
Columbia and light crude oil, high gas-oil ratio, 
fields are being discovered in Saskatchewan, 
which makes it reasonable to assume that the gas 
reserves of western Canada could increase by 3 
trillion cubic feet per year over the next 
several years. 

Natural gas production estimates 
were prepared on the basis of local consumption 
on the prairies as well as anticipated exports to 
the United States and other parts of Canada through 
the Trans-Canada Pipe Line and Westcoast 
Transmission projects. These estimates increase 
from an average of approximately 60 million cubic 
feet per day during 1955 to about 1.56 billion 
per day during 1960, and 1.8 billion per day 
in 1965. 

You will note that we expect the 
annual increase in reserves of natural gas over 
the next several years to exceed annual production 
by a substantial margin. Thus, industry's problem 
with respect to natural gas will continue to be 
one of finding markets for continually increasing 
reserves. When you consider that the frans- 
Canada and Westcoast projects will serve most 
of the available markets in Canada, the need 
for extensive export markets becomes apparent. 


A plot of the estimated remaining 
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natural gas reserves of western Canada throughout 
the entire forecast period is shown on Exhibit 


1. A summary of these data is as follows; 


Year End 
1955 1960 1965 1970 1980 
Remaining natural 
gas reserves, 
trillions eubic 


feet at ih. psi . 
and 60° F, L765 3050) his, SisS “7820 


As to natural gas liquids, an 
investigation of the relationship between natural 
gas reserves and natural gas liquids reserves 
in the United States shows that over the past 
ten years an average of 3h barrels of liquids 
have been discovered tee million cubic feet of 
ZAas o Since Canadian statistics show this 
figure to vary between 23 and 58 barrels per 
million, it is thought that a value of 3 
barrels per million cubic feet should be 
satisfactory for forecast purposes, 

The production of liquid gas 
products should average about 7,300 barrels per 
day during 1955 and increase to about 19,700 
barrels per day in 1960, 

Future estimates prepared on the 
basis of the above data are presented on ; 
Exhibit l. A summary of these data is as 


follows: 
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Year End 
1955 1960 1965 1970 1980 
Renaining natural 


gas liquid reserves, — . 
billions of barrels 0.300 0.780 1.200 1.700 2.550 


Sulphur Reserves 


'. Sulphur reserves already discovered 
in western Canada have oer eeu tea cea to be between 
15 and 20 million long tons, Since no reliable 
trends are available, no attempt has been made 
to forecast the reserves increases over the next 
few years. The production of sulphur, however, 
is expected to increase from about 60 tons per 
day in 1954 to over 1,700 tons per day during 
1960, The production of sulphur from 1955 to 
1960 may, therefore, be about 1.5 million tons. 
This, I might say, is premised on the time-= 
table of both Westcoast and Trans-Canada, since 
most of the sulphur will be produced from 
hydrogen=-sulphide gaso 

MR, GRAUER: I wonder if you could 
give us some information about the problem of 
the disposal of by-products -- and I understand 
it is a problem. 

MR. LOUGHNEY: Well, we have 
recognized that the disposal of the by=products 
of gas is going to be a very important and 
aifficult problem, 


There is no practical manner to 
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control the by-products, If you produce the 

gas you are going to get the by-products with 

it. We have given cons iderable study to the 
problem, We feel that as far as the natural 

and propane gas are concerned, those two | 

products will find markets, I do not mean by that 
that we will not have our problems, but we do not 
feel they will be extended over any period of 

time» 

The matter of finding a market for 
butane, however, is a very serious problem, and 
we do not-have the answer to it, As far as 
sulphur is concerned, we have been somewhat 
encouraged by the inguiries we have had since 
we announced the projected plant at Pincher 
Creek, and we anticipate that eventually we 
will be able to find a market for that sulphur; 
although it will probably take stockpiling- 
rather extensively until we do develop those 
markets. 

MR. GRAUER: How does the tariff 
situation affect the by-product market? 

MR. LOUGHNEY : At the present time 
there is no tariff on sulphur, and it is my 
understanding that there is a tariff, or there 
would be a tariff, on the export of butane or 
propane to the United States, 

MR. GRAUER: You say there is? 

MR. LOUGHNEY: There is no tariff 


on sulphur, 
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MR. GRAUER: But on butane? 

MR. LOUGHNEY: There is on butane 
and propane, 

MR. GRAUER: Is that a crippling 
tariff? 

MR. LOUGHNEY: Well, it would be 
crippling from the standpoint of the producer, 
How serious that might be would depend on the 
price of the product, At the present time I 
would not care to say, because the markets 
fluctuate quite a bit. 

MR. GRAUER: So the tariff situation 
is not helpful? | 

MR. LOUGHNEY: No, it is note 

THE CHAIRMAN: What additional 
industries might be expected to come to the 
producing areas as the result of stepped-up 
production of oil and gas? Do you expect that 
other industries will be attracted to Alberta? 

MR. LOUGHNEY: Well, we have been 
encouraged by the number of inquiries we have 
had, particularly with regard to the potential 
supply of butane, 

MR. STEWART: Mr. Loughney, I 
believe your estimates on page 2 of remaining 
crude oil reserves are significantly lower 
than those which Mr. Kartzke presented. It 
may be that they. are not éomparapie? I am not 
sure of that. Perhaps you have had time to 


consider them in relation to one another? 
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MR. LOUGHNEY: No, we did not. We 
made our estimates independently. There may 
be some differences, but I think probably that 
would be due to the fact that this was based 
on the number of wildcat wells and the productive 
wells; and the reserves on an annual basis of 
350 million is pretty generally accepted throughout 
the industry. Aside from that, our study has 
been made independently of theirs, 

MR. STEWART: And the difference 
just arises from the different basis of 
projection? 

| MR. LOUGHNEY: I think that is 
righte I have not had an opportunity to study 
the matter. 

MR. STEWART: Might I ask 
particularly in reference to the statement 
appearing at the top of page 3 in regard to the 
development of natural gas fields, and some 
further comments a little further down the page, 

‘Y In giving his evidence, Mr. Kartzke 
made the statement that when people take out an 
exploratory lease or reservation they do not know 
whether they are going to find oil or gas, and 
that infact exploration was for oils Is that 
substantially correct? 

MR. LOUGHNEY Yes, sire 

MR. STEWART: There is no area of 
the province in which it could be expected that 


you would find nothing but dry gas fields? 
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MR. LOUGHNEY : No, There are areas 
in the province where the history as we know it 
now would indicate -- for example, in the south- 
eastern part ef the province the chances of 
finding gas or oil might be on the side of ZaSe 
In.the foothills, which contain the largest gas 
deposits, we would expect that maybe the future 
would be the ‘same as in the past; but still you 
cannot take that as a flat statement, 

MR. STEWART: Then how does the 
provision of a market for gas provide an 
incentive for the search for gas? It really 
does not; it provides an incentive for the 
search for oil? 

MR. LOUGHNEY;: It provides an 
incentive for exploration, 

MR. STEWART: But we have already 
agreed that the exploration is for oil. 

MR. LOUGHNEY: The difficulty we 
have right now is that we have a market for 
let us say half our product, If we find oil, 
we have a market for oil. If we find a gas 
field, we have no market or very little market 
fiers Abs So if in a large exploration programme 
we find either oil or gas it gives ouaen 
incentive which we do not have at the present 
time. 

MR. STEWART® I realize that, but 
it does seem to me that it is more an incentive 


to search for oil, which is the product you 
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people are looking for, 

MR, LOUGHNEY: I agree that our 
primary search is for oil, but we are quite 
happy when we find gas if there is a market, 

MR. STEWART: But it will add to 
the incentive to search for oil? 

MR, LOUGHNEY: That is right, 

MR. STEWART: I wonder if I might 
ask you the question I was asking Mr, Kartzke 
with regard to the pricing of gas for export 
at the different levels? 

MR, LOUGHNEY: Yes, sir. 

MR. STEWART: Would you like me to 
repeat the question? 

MR. LOUGHNEY: If you would, please, 

MR. STEWART: As I understand it, 
there will.be presumably a wellhead price and 
a contract price at which gas is bought by 
the interprovincial line, Then there will be 
a price, presumably, at the other end of that 
line. How are these several prices going to.be 
determined? 

MR. LOUGHNEY: Well, there is not 
really a wellhead price in the strict interpretation 
of that term, The present plan is that the 
producers in the field will gather their gas 
to a central point, whether it be a dry gas 
field or a wet gas field, In our case, using 
the Pincher Creek field, by the very nature 


of the field we will require to gather the gas 


yi 


' 
i 
an 
iV 
7 
¥ 
i > 
7 
¢ 
tifa 
r 
2» 
7 
=p} 


be 
o 

44 

in 

Lt 

o 

3 t 
i 

» 

@ 

M4 

« 
te 


. + _ Pa 2% Sn ”~% 
 teuren a et ered? Tt. aes ba It ew 


. - 2h theekt Mo aber oeos 
ot bbe ifiw gf tut STHAWSATS . HM 
filo. ~o7 doxysea og 

Pw Aral : Y > fh 
etiigia ef tedT) <YSnouoT aM 
"he ¢ P fh ee mies » T mecy rey tp c> cone 
3 fa) a I aed TSHDLOW L *THAWRHTS ali 


‘ I e > > ry 7 1 i — 
sisdron ,xit mritien saw 1 molreerp 
» on Ps , ° }- = 
frocxe tot asm To analoteg Baw 
a TF “A 
2 favel 


snore facia ms ww 
PIFAOUGL = (OnM 


ot em exlt noe biwow «THAWETS .M 


a A f 
as - n ¢ | ihe » Varryr a 
©o GE BSL q ta) ey L£POW sIO , Pi © + Laneeins WS wie. «ht 
te F lean danke 5“ PAW Tye ces 
ati baeterehm I eA STHAWETC 2H 


bes sofiq baeadifew s yvidemreetq ed 


es ta«g 


. » - — a P- + 
yd tdprrod el esy naoinw vz 


¢sdd Yo Bae tredto 


ed.ot amriop seofrq Lerverer 
:VYEWHGVOL . AM 
eit tao? el maia trosexg ved? 


Ben yrb we ed ti x 


«vidamuse rg 


oventt ers woH 


yrsalirg 


nedw yagsd 


ovidaeont acid 


edt soy wes 


ot brages dtiw 


sseqet 


if tw ever? ' 


tosxtnoo 2 


Iateontvorgqreial oedz 


oolag 2 
9 Olt s 


ben tarred eb 


goltese ed mt eotrq beailiew 3s yiiset 
strred Jatt to 
([tw bfelt eft al exsowhorg 


dtodw ,tintoq Isatiaes Ba of 


Sinltey ,eeso «no al sbiolt Beg) tow s xo brett 


eng" ent ‘redtay ov 
a Nee — 7 : , 
a yy wae af 


eriupen sera Me REOS Ds 


ered at yrov ofd yd ,bfelt aeerd tedomkt ont 


‘ 
a r 


2 2330 = Mr. Loughney 


for processing, 

Our contract is at the tailgate 
of the plant, at which point the Alberta trunk 
line will attach to our plant gate; and there 
is a price which we have agreed to at that 
point. 

In the ease of the dry gas field, 
it is the obligation of the producer to gather 
his gas at a central point, at which the Alberta 
trunk line will connect; and there is a price 
posted at that point. 

MR. STEWART: Is this an agreed 
price? 

MR, LOUGHNEY: It is a contractual 
relationship between the producer and trans- 
Canada, and the Alberta trunk company will act 
as a transmission agency to gather the gas 
from that central point and deliver it to the 
Saskatchewan-Alberta border, at which point it 
will be taken by Trans-Canada, 

MR. STEWART: So there can be 
different prices at which the gas enters the 
trunk line? 

MR. LOUGHNEY: Yes, there can 
be, because it is a matter of contract 
negotiation between Trans-Canada and the 
producers of the gas, 

MR, STEWART: There is no 
regulatory body involved at that point? 


MR. LOUGHNEY: Not that I know of, 
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MR, STEWART: Perhaps only one 
contract has been completed, I am not sure $3 
but for what length of period is the contract, 
in terms of price? 

MR. LOUGHNEY: I can only answer 
for my own company, in which case it is 25 
years, That is not a set price during the 25 
Pai sac aah i, is a starting price with an 
escalator; subject to negotiation, 

MR. STEWART? Then there will be 
one price at the point at which the trunk line 
connects with the interprovincial line? 

MR, LOUGHNEY: There is a gate 
price set which was the basis for their contract, 

MR. STEWART: There will be a 
charge for the transporting of the gas by the 
trunk line? 

MR. LOUGHNEYs That is right, 

MR. STEWART: That will be a uniform 
charge? 

MR. LOUGHNEYs That is not quite 
decided, 

MR. STEWART: So it is possible 
that if you had different contract prices at 
the gate, if you had a uniform rate for 
transporting in the trunk line, you would then 
have different prices at the point at which 
the trunk line connects with the interprovineial 
line? 


MR. LOUGHNEY: It is possible, yes, 
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MR. STEWART: At the other end 
of the line how are the prices going to be 
determined? 

MR, LOUGHNEY: Well, I really 
would not be in a position to answer that 
question, It is a matter of negotiation again 
between Trans-Canada and the utility companies 
that wouid purchase the gas from them, 

MR. STEWART: In other words 
these things have not really been worked out 
yet? 

MR. LOUGHNEY: No, 

THE CHATRMAN : You mentioned that 
there was an escalator clause in your contract, - 
a provision for’ negotiation, Is that to pull ) 
it up or down? 

MR. LOUGHNEY: No; there is a 
floor below which it eannot go, 

THE CHAIRMAN: And that is the 
beginning price, is it? 

MR. LOUGHNEY: That is right. 

MR. GRAUBR: Mr, Loughney, in your 
opinion will it be possible to transport the 
by-products to the west coast competitively 
by tank car? 

MR. LOUGHNEY: Well, we have not 
any definite rates as yet, At the present 
time we are accummulating information on the 
amount of freight that we are going to have 


available, with the idea of diseussing it 
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with the railways; but we have not done it as 
yet. 

MR. GRAUER: I suppose naturally 
you hope you will be able to compete? . 

MR, LOUGHNEYs Well, for example 
there is a substantial potential butane market 
in British Columbia if the butane can be 
delivered at a price they can afford to pay, 
and one of the important considerations there 
is the amount of transportation charges, 

MR, GRAUER: You have come to no 
conclusion on that yet? 

MR, LOUGHNEY: No, sir, 

MR. GRAUER: With this expanded 
production your forecast shows, will a by- 
=e line be at all feasible some time in 
the future? 

MR, LOUGHNEY: Yes, I feel it 
will, The difficult time is going to be in 
the next year or two, when the gas lines go 
inte operation and these by-products come on 
the market, and the time we have sufficient 
by-products available to put in a pipe-line 
to justify its construction. But we feel that 
in time there will be enough products available 
to consider a pipe-line for the by=-praducts. 

MR. GRAUER: Would that be 
influenced by the tariff situation at all, in 
connection with the British Columbia market? 


MR, LOUGHNEY: Yes, it could be. 
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It would depend on whether or not a pipe-line 
would give us an export market. It is a matter 
of the quantity of butane that is apt to be 
available, and the demand in Canada. It is just 
a question of distribution, If we were able to 
distribute the product to the centres that could 
use it, I feel that all the production could be 
used in Canada. It is a matter of whether or 
not that can ever be done economicaliy. 

MR. GRAUER: Coming east, how far 
east would you expect to be able to get the by= 
products on a competitive basis? 

MR, LOUGHNEY: Well, at the present 
time not very far. 

MR. GRAUER: Would you get as far 
as Winnipeg? 

MR. LOUGHNEY: Winnipeg would be 
the limit. 

MR. GRAUER: It is doubtful if you 
would be able to go further east than Winnipeg? 

MR. LOUGHNEY: With the pipe-line? 

MR.GRAUER: Yes, 

MR. LOUGHNEY: Yes, if we had 
enough product to justify that length of line, 
But it would be quite a long line and would take 
quite a bit of product to make an economic 
pro ject. | 

MR. GRAVUER: That would be more 
likely to be a tank car movement, would it? 


MR, LOUGHNEY: I doubt that you 
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could successfully compete in an area like Toronto, 
Say, with Sarnia by tank car, 

MR. GRAUER: But Winnipeg would be 
within your reach, you think? 

MR. LOUGHNEYs Well, it is my 
understanding that there is a product being 
shipped out of the province at the present time 
to Winnipeg, and that is the basis on which I 
answered in the affirmitives 

THE CHAIRMAN: There are a number 
of other matters which we would like to get your 
assistance with, and I was wondering whether for 
the next two days Dre Davis of our staff might 
get in touch with:your people and proceed in 
that fashion, which I think perhaps would speed 
things up a little bit, rather than ask further 
questions at this session, Would that be 
acceptable to you? 

MRs LOUGHNEY: Yes, sire 

THE CHAIRMAN: Well, thank you 
very much. We are very grateful to you for 


coming, and for the help you have given. 
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THE CHAIRMAN: The next submission 
is that of the coal Bes aunty association of 
western Canada, which will be presented by Mr. 
Whittaker, managing director of the association; 
and we will mark the submission as Exhibit 63, 

MR. WHITTAKER: Mr. President and 
gentlemen, I have with me some of my associates 
in the association, 

THE CHAIRMAN: Will you proceed, 
please? 

MR. WHITTAKERS Mr, Gordon and 
gentlemen, the coal operators! association 
represents about 90 per cent or more of the 
underground production, ad something more than 
half of the strip mine coal produced in Alberta 
and southeastern British Columbia, 

Since 1917, and particularly in the 
last three years, our production has dropped down 
from about 7.5 million tons to he2 million tons, 
or a decrease of sanething over 3 million tons, 

Our problem is one of markets, and 
it has been the principal problem for many years. 
At the moment there are too many alternate 
fuels available and being sold cheaply. Coal 
competes with the by-products or the secondary 
products of the petroleum industry, not the 
principal products, and as a result we find the 
competition is pretty difficult, 

Another factor is that the railways 


have dieselized extensively, and our market in 
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railway fuel has dropped from 3 million tons a 
year to about 1 million tons, 

In the past three years we have had 
two economic surveys of the industry, both of 
them on a short-time basis. The last one 
reviewed the situation up to 1960, and the 
conclusion of our consultants in this latter 
survey was that while there are a number of 
ways in which the sale of coal could be 
assisted, even if all were fully implemented 
the downward trend in sales still would not be 
halted, The consultants in that survey 
recommended that every effort should be made to 
convince the government of the necessity of 
creating an energy control board, They say 
that although temporary assistance may be 
given, the over-all problem will remain unless 
the government can be convinced that the 
preservation of the coal industry is in the 
national interest, 

Acting on this suggestion, just 
about a year ago we, together Re the United 
Mine Workers, met a representative group from 
the dominion cabinet and discussed these 
matters with them, and recommended some additional 
assistance by way of freight subventions, We 
also suggested that an energy control board be 
set up. This latter suggestion, about the 
energy control board,has not yet been acted 


upon, 
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As to the future, while in the 
main we do not disagree with the conclusions 
of the 195 survey, we do wish to SaaUE EE 
that this was a purely short-term analysis 
dealing with the period up to 1960, For the 
long term we feel that coal has perhaps a better 
future, for these reasons: one, the very size 
of the resource, because coal constitutes more 
than 90 per cent of the known fossil fuels: 
two » that the other types of fuel form a much 
smaller percentage of the energy resource, and 
will become Gouycer and more expensive, and 
harder to find, ana more expensive to be 
developed, 

The third reason is that we think 
there are more possibilities that coal will 
become a cheaper fuel in the future because of 
improved mining techniques, because of more 
efficient utilization, and because of greater 
possibilities of entirely new uses, We feel 
that in the future there will be a substantially 
increased use of coal for thermal power, both 
within the province and for export of power 
perhaps to the Pacific northwest, 

We have a lot of cheaply produced 
strip coal which may come into place in the 
power oe eer within the province and in the 
southwestern corner of Alberta and southeastern 
British Columbia. We have a very large reserve 


of bituminous coal situated close to the United 
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States. 

In the same area we have the 
largest reserve of metallurgical coal west of 
the Mississippi river, This coal is of good 
coking quality. It is low in sulphur, and 
should be a very valuable resource, 

There are two possibilities there, 
one of them in the shipment of coal to the 
United States for blending purposes with some 
of the coking coals of the western states, 

That is being carried on top a limited extent 
right now. How far that will grow we do not 

know. The other possibility is that a steel 
industry may be established in Alberta or British 
Columbia, and we would like the commission to 
note that Lee the past few years several of the 
largest steel firms in the United States have 
made extensive and Hep daecd surveys of our 
Alberta and British Columbia coking coal deposits, 
I believe they have even gone so far as to look 
at the lease situation, 

We feel that as the population 
grows in Alberta, and with more industry , the 
consumption picture is going to change, 

In the United States we find that 
coal has gone through a somewhat similar 
period in recent years, although not so severe. 
Coal is certainly on the upturn in the United 
States, and the picture looks something like 


this at the present time, Twenty-five per cent 
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of the production is used in the utility business, 
in the production of power, Another 25 per cent 
is used in making coking steel, Another 25 per 
cent is devoted to other industrial uses, and 
the emphasis on the use of coal as domestic 
and railway fuel ee decreased, The figure for 
domestic use is something like 13 per cent, 
export 6 per cent, and railways 5 per cent, 

Just at the present time there 
are some interesting developments in the 
industrial field in the United States where, 
contrary to the situation in Canada, coal is 
being used for the production of aluminum, 
That is being done already in Texas, and at 
the present time there are two new undertakings 
projected for West Virginia, right in the heart 
of the bituminus coal areas, by the Olen 
Matheson Company, and the St. Joseph Lead 
Company. Both these projects, I believe, have 
as partners the Pittsburgh Consolidated Coal 
Company, the largest producer in Americas and 
one of the interesting things about that 
situation is that they plan to carbonize the 
coal by fluid carbonization and make chemicals 
out of the hydrocarbons produced, and to use 
the char in the production of power in connection 
with the making of aluminum, 

Another possibility for western 
Canada is the export of coal to Japan. Some 


years ago, in fact 18 years ago, we made some 
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sizeable exports of coal to the Orient. Ff think 
the situation now is more favourable than it was 
then; at least we are told that, and we feel 
that with some assistance we might develop some 
sizeable exports, 

The trend in commercial and domestic 
heating at the present time is toward fully 
automatic equipment, and to liquid fuelse 
However, there has Peete Bate a good deal of 
development in the matter of equipment, particularly 
in the commercial and small industrial fields, 
and we think coal should pick up some of this 
market. 

We would like to draw the attention 
of the commission to a statement which appears 
in volume 3 of “Resources for Freedom", the 
President's materials policy commission, It 


reads: 


"In publishing separately the 
commodity studies that deal with 
the major sources of energy for the 
United States and the free world, 
the commission seeks to emphasize 
the strong inter-relationships 
among energy sources, Equally 
important, it wishes to stress 
the basic importance of ample, 
low-cost energy, along with 


technology, as the foundation 
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on which industrial growth is 
built, and a prime essential in 
supporting national security. 

The studies presented 
here =-- on oil, gas, coal and 
electric energy -=- were prepared 
to assist the commission's | 
analysis of this important field, 
Recommendations are not made here; 
volume I of this report gives the 
commission's findings and views, 
and lays special emphasis upon 
the key point of the energy 
problem? £16 fact that all 
sources of energy must be considered 
not as separate entities but as a6 


related parts of an essential whole," 


I think that ties in with our stand’ 
and our suggestion that an ees control board 
should be set up. 

As to recommendations, we have the 
following: 

lo That an energy control board 
be established. 

Zo That both dominion and provincial 
governments give every encouragement and support 
to enlarged and expanded research programmes aimed 
at developing new and improved uses for coale We 


are particularly interested in the possibilities 
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arising out of fundamental research. 

38 We believe it is in the public 
interest that thermal power plants should make 
the greatest possible use of westem Canada's 
vast reserves of coal rather than dissipating 
the relatively scarce reserves of natural gas 
and petroleum; particularly in view of the fact ~ 
that even at the present time the price 
differential is relatively smalle - 

kh,  Trans-continental and other 
long distance natural gas pips-lines, as and when 
built, will make further inroada into existing 
coal markets, The history of the natural gas 
business in the United States has been that the 
great bulk of the gas is sold during the builde 
up period for industrial purposes on an interruptible 
basis at any price necessary to capture the 
business from eompeting fuels, 

We believe that all natural gas 
should “ sold at prices which cover the full 
cost of providing such service, Apart from the 
advantages of fair competition, we feel that it 
is inherently wrong that householders should 
subsidize the sale of gas at less than cost prices 
to industrial consumers on an interruptible shorte 
term basis, with such gas being withdrawn later 
from the market or sold at greatly increased 
prices when the load factor has been built up, 
Meanwhi le competing fuels have been put out of 


business, and it does not seem right or proper 
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that one industry should be allowed to completely 
disrupt existing. industry to obtain a short-term 
advaritare.. 

The foregoing recommendations by 
no _ means exhaust the subject, Our aim in this 
submission is to emphasize that even if the 
immediate prospects of the western coal industry 
appear rather bleak, the industry does appear 
to have a better future and a distinct place in 
the economy of this country. 

In essence, the problem of the 
coal industry in western Canada is whether the 
short term policy of complete liquidation of the 
coal industry should be allowed to prevail or 
whether the long-term view is to be taken with 
great economic advantage to Canada as a mete and 
particularly to westerm Canada, 

If western Canada is ever to realize 
its hopes of major industrial development and a 
well rounded economy rather than to continue merely 
as a predominantly agricultural province, content 
to export its raw materials,this will require 
substantial utilization of its coal resources, 
Modern society requires an ever-increasing use 
of metal in this industrial age. Historically 
no country the world over has ever established 
or maintained a high industrial potential without 
the extensive use of coal, coke and powers 

Metal and metallurgy has in recent 


years been responsible more than any other factor 
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for world progress and our increased standard of 
living, and great as has been the contribution 
of liquid fuels, our present day progress has 
been based primarily on metals and metallurgy, 
which in turn are based on coal, coke and power. 

It is essential therefore that the 
coal industry of this province be not written . 
off or allowed to disappear completely because 
of the short-term prosperity wkich the province 
now enjoys due to the exploitation of its 
petroleum and natural gas reserves which, though 
large, are by no means inexhaustible, In this 
regard it ae been estimated that in 25 years 
these liquid and gaseous fuels will have been 
75 per cent developed and more than half of them 
used, with the great bulk of the production, foure- 
fifths or more, being exported outside of the | 
province, 

While it is true that coal reserves 
will not deteriorate if left in the ground, the 
physical and human resources which are necessary 
to make them available for use will meanwhile pass 
out of the picture unless appropriate steps are 
now taken to see that this does not occurs 

MR. GRAUER: Mr. Whittaker, on page 
3 you mention a report which is appended. Is 
the whole report in the appendix, or is thata 
selection from it? . 

MR. WHITTAKER: Yes, the whole 


report is there, 
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MR. GRAUER: By the way, what was 
the firm which made that report? 

MR. WHITTAKER: The J.D. Woods 
Gordon Company. | 

MR. GRAUER: That ought to be a 
good firm, I may not put these questions in 
related order, but on page 6 of your presentation 


it is stated: 


"With some relatively 
modest reductions in prairie 
freight rates, some of these coals 
could be moved to more distant 
plants and still compete with 


natural gas and residual oils," 


Approximately how wide an area should 
that statement have in mind? 

MR. WHITTAKER: Well, there is some 
coal from Alberta being shipped into Saskatchewan 
now, It meets competition of Saskatchewan residual 
oils and also with some natural gas in Saskatchewan, 
I do not think a firm policy has been determined, 
They are kind of feeling their way along, but 
certainly at the present time we are selling only 
about one-third of the coal to the Saskatchewan 
plants that we were selling two or three years ago. 

MR. GRAUER: Would the Winnipeg 
market be possible with these reductions you have 
in mind? 


MR. WHITTAKER: I do not think it 
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would, in the power field, The Saskatchewan 
lignite mines are very much closer than we are, 
and enjoy a freight rate of about half what we 
have. 

MR. GRAUER: The freight rate 
reductions which you have in mind there, are they 
the type which you think are possible? 

MR. WHITTAKER: Well, we think 
freight rates generally are too high, just as a 
general principle, and that if they were lower we 
would sell more coal, Distances are long in this 
country, and I think the average coal movement 
in Canada is something in the order of 600 miles, 
let us S&Ve In the United States the average 
coal movement is something like 250 or 275 miles. 
so that in itself constitutes quite a nemiteces 

MR. GRAUER: In the past the freight 
subventions have been of some help? 

MR. WHITTAKER: Yes, they have, 

MR. GRAUVERs Do you think you have 
much hope for that in the future? 

MR. WHITTAKER: Well, I would like 
to be pretty specific about this, The subvention 
provisions have been of great assistance to us 
and are of great assistance to us now, On the 
other hand, if you were to ask whether the 
subvention assistance would be the answer to 
the present problem, then I would have to say no, 

MWR. GRAUER: It is more a thing of 


the past than the future, in your opinion? 
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MR. WHITTAKER: Well, I hope they 
are not of the past. 

MR. GRAUER: I mean in helping to 
solve your problem. 

MR. WHITTAKER: That is right. 

MR. GUSHUE: What is the extent of 
the subvention on your coal? 

MR. WHITTAKER: You mean in total 
amount? 

MR. GUSHUE: No, nae ton, or whatever 
unit you use. 

MR. WHITTAKER: There are several 
provisions. Most of these subventions apply to 
Ontario, If you look at the last page of the 
brief just inside the cover you will see the 
subvention provisions, 

MR. GUSHUE: That is in the brief 
itself, rather than in the appendix? 

| MR. WHITTAKER: Yes; I think they are 
there. No, I am.sorry; they are not in all the 
copies. Roughly they run from $3 to $ per ton, 
depending on whether the coal is used for 
industrial or domestic purposes, and depending 
on the size of the operation, 

The over-all amount of money spent 
on subventions for western coal has not been large 
by comparison with the total expenditures, I 
think last year coal in the west received something 
like 25 or 30 per cent of the total expenditures 


in subventions, and the great bulk of that 
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subvention money was spent on subventions on 
railway coal rather than for domestic and 
industrial use, 

There is a small subvention on 
Saskatchewan coal into Ontario, There is 
provision for a small subvention on industrial 
coal into Manitoba, although that is not operative 
at the present time, There is also a subvention 
up to $1 a ton on coal shipped to the Pacific 
coast ports for trans shipment to foreign countries, 

MR. GRAUER: On page 7 of the brief 
you refer to the establishment of a steel indu stry 
in western*Canada, There is, of course, a small 
steel industry in western Canada now, but I take 
it you refer to a larger one? 

MR. WHITTAKER: A fully integrated 
steel industry, with blast furnaces using coke, 
rather*than just melting serap, 

MR. GRAUER : And there is quite an 
interesting possibility, is there? 

MR. WHITTAKER: Well, .two or three 
of the largest American steel companies have made 
two or three surveys in the Crow'snest pass arca 
in the last three or four months, and just as 
recently as last summer; so we cannot help 
thinking that they are interested, 

MR. GRAUER: Where would they have 
in mind getting the iron ore, do you know? 

MR. WHITTAKER: Well, I think maybe 
the best source would be the tailings of the 


Ko thane tteme a et paPaees wae 
,  Cdbed evbet id deseo AN io | 
- evitereqo ton et sno ipa seam 
noldmevdve 8 Onte wt eredT emt? sneaesq exit 
sitios? ed? ot beqgide Lace mo aot 
.esiadanos matone T° dead trie setect ‘x0% etroq # 
-* tetrd edt to T eneq a0. rasuanD ,aw ("OO 
widetfat Leeda 8 Yo saemdetidetes sit ot —< 
| {tans 's eeuoo 40° cal sake?” Jabeund“Medeew | 
eit 2 tid "won abana) ‘ireteew di pitas 
: : - Tero tegiel s ‘of teter « 


mrs event — 


| betexgetnt yiiot A :AEMATT IEW At 
yOaloo ‘gates deouirurt desid dite .yrteobal Lei : 
; | iinet gabe tan 2st ast er 
“m8 ene et oredit bok ~~ tAHUARD’ SAM | 
io gereds et  ytiltdteeeq aatd 

penis 10 owd ite  : AORAYT IAW AM 
ebam eved eelttaqmoo feeda nedirems tesgeal’ 
wotan Hkac gh onetword ond nt eyevave cotdt 10° 
es gent Soe edition mot xo setdt gest edz 7 
Gfend doames ew o8 jremmue teal es vitcaee 
‘“pedestednt ta yedd tadt antiak 
evad yeds binow etehW :ARVAND .AM | 
¢woot boy ob ,81o noth ed gaivteg pate 
edyam Hwaldt I .ffoew : EAA TTIEW om “a 
ext to esattad edd ed Brucw como” taee % 


= 2350 = Mr. Whittaker 


Consolidated Mining and Smelting Company, There is 
also some iron at Burmis, Whether the deposits are 
large enough I do not iow. 

MR. GRAUER: There is some iron ore 
being shipped to Japan now from the Pacific coast? 

MR. WHITTAKER: Yes. 

MR. GRAUER: But again it is pretty 
hard to say how large the deposits are, 

MR. WHITTAKER: And I do not know how 
the freight would affect the cost of coal, getting 
it that far, Jf you take the sources close by 
home, there are those two, and the further one is 
Texada island. 

MR. GRAUERs On the same page you 
refer to exports to the Orient, and you. say long-= 
term contracts appear possible. Having in mind 
the approximate period of our terms of reference, 
of about 25 years, is that an area where you would 
Sxpect same considerable development in coal 
exports? 

MR. WHITTAKER: Well, they talk 
about as much as 20 years, 

MR. GRAUER: And do they talk in 
terms of substantial tonnages? 

MR. WHITTAKER: Yes. 

MR. GRAUERs The forecast in the 
report in connection with tonmnages is a little 
over 5 million, if I remember correctly, by 1960. 
How has that forecast turned out in terms of 


development so far? Is it low or high or on 
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the beam? 

MR. WHITTAKER: I think so far it 
is pretty well on the beam. It still has five 
years to go. 

MR. GRAUER: That augurs well for 
some of our forecasts, then, Turning to the 
recommendation about the energy control board which 
is in the report, have you mind that it would 
control all sources of energy; that is, electricity, 
hydro and thermal, nuclear, coal, wood, manufactured 
gas, natural gas and oil? 

MR. WHITTAKER: I think you have to 
do that, Mr. Grauer, to make it of any use, 

MR. GRAUER: Just offhand it begins 
to look complicated. 

MR. WHITTAKER: Yes, it does, 

MR. GRAUER: Connecting the proposal 
about the energy control board with some of the 
Peers s that you think might be enacted on page 


hh, on page 2 your report says: 


"It should also have the power 
to decide what sources of energy 
should be utilized at the present 


time for various purposes," 


some of the specific measures on 
page li, which would permit gas and oil to be used 
for one purpose but not for another, raise quite a 
question of public reaction. 


MR. WHITTAKER: We appreciate that 
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there are some difficulties. 

MR. GRAUER: If it were related to 
a national emergency, I take it that would be 
pretty much in the hands of the federal government 
NOW 6 If anything could be related to a national 
emergency the federal government would have power 
to act. This is a recommendation, of course, that 
has been advanced from the point of view primarily 
of the coal industry, with the idea of taking you 
through this very difficult period you see for the 
present, and for some years; but from then on you 
are optimistic about the long pull? 

MR. WHITTAKER: Weil, certainly it 
is not going to be a short period of time, Perhaps 
10 years might be a good guess, As far as paragraph 
"C" is concerned, that is the recommendation of 
our consultants, 

MR. GRAUER: I realize that, 

MR. WHITTAKER: As far as the 
railways are concerned, we feel that they are | 
subject to a good deal of regulation right now, and 
we are anxious primarily to see them make some 
money, and see their rates come down. We just 
hope that the railways take a long-term viewpoint 
and do not govern themselves entirely in their 
thinking by just what is at the bottom of the 
balance sheet today. 

After all, they are in the 
transportation business, and they have to have 


Something to haul in the future. Three or four 
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years ago 0 per cent of the tonnage of the railways 
in Alberta was coal. That is a pretty sizeable 
piece of business for the railways. We think it 
has been of value to them, and we hope the one 
railway which continues to burn coal will 

Gent tuts to see it in that light for some time. 

MR, GRAUER: Do you think it would be 
a& reasonable statement to say that the types of 
energy other than coal would be less enthusiastic 
about a national energy control board? 

MR. WHITTAKER : Well, I guess nobody 
particularly likes to be subject to controls, TI 
do not think the coal industry itself does, and I 
suppose everybody wants to make money as and when 
he can, and as much as he can, Perhaps some forms 
of energy that are in more rortinate circumstances 
than coal would like to be free of any and all 
controls. That is to be expected, Whether or 
not that is in the public interest, Howerert is 
another question, 

MR. GRAUER: The proposal in 
reference to the export of power made from coal to 
the Pacific northwest in the United States, I take 
it, is something you hope will come within this 
10 year period? 

MR. WHITTAKER: Well, there has 
been some talk of it in recent years, We know 
there are some difficulties, but we also know 
that the power Shortage does exist there, and 


that all the better and cheaper hydro sites are gone, 
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While the state of Washington does 
have some coal of its own, it is limited in 
reserves and more or less high in cost, and we 
know that the coal in Utah and Montana, while 
the reserves are pretty sizeable, they are not 
very well located. 

MR... GRAUER: There have been 
negotiations during the past few years on this 
point, and I do not know just what caused them 
not to go through to a conclusion, whether there 
were some pretty basic problems, it could be, 
for instance, that the Americans were waiting to 
see what would happen to the development of the. 
upper Columbia. I do not know whether you can 
throw any light on the possibility of that. 

MR. WHITTAKER: Well, I think like 
many other things there is a diversity of interest, 
Many people across the line would like to develop 
the hydro sites regardless of cost., Naturally same 
of them want franchises and want to stay in 
business if they can, and they would prefer to do 
it rather than have somebody on this side of the 
line do it. I suppose there are a lot of things 
like that which enter into the picture, 

MR. GRAVUER: In your recommendation 
respecting fundamental research, have you any 
specific proposals in mind? 

MR. WHITTAKER: That allusion is 
not one of a critical nature, We have been 


working very closely with the Alberta research 
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council and also with the fuel research laboratories 
in Ottawa. Both of these organizations are doing 
good jobs. 

We do not think, for instance, that 
enough money is being spent on research by 
government. You may ask what industry is doings 
Certainly research has paid off for some of the 
industries, like aluminum, electronics, atomic 
energy and so on. We think more money could be 
spent to advantage. 

One of our difficulties in connection 
with coal is that the coal industry is made up of 
a lot of relatively small companies who do not 
have a lot of money to spend. There is also, 
right within the industry, a considerable diversity 
of interest in the way of markets and so on. I 
think in recent years we have reconciled a lot 
of these differences, and I think we will 
reconcile more of them in future, but we would 
simply like to see more money spent on research, 
regardless of who does it, We think it will 
pay off. 

MR. GUSHUE: I do not like to ask 
embarrassing questions, and under the circumstances 
this may be one, On page 29 of the report this 


statement is made: 


"For this reason any extra 
demand for coal in the future to 


meet the country's ene rgy 
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requirements will mostly 
benefit United States mines 
rather than ths Canadian mines 
in the maritimes or in western 


Cenada," 


Would it be embarrassing to ask if 
that is a part of the report with which you 
disagree? 

. MR. WHITTAKER: No. That refers 
to the preceding paragraph on page 28, I think 
that is quite a factual statement. Actually 
what it does is explain something. 

In other words Mr. Ce L. O'Brian 
of the dominion coal board has got out a series 
of reports on energy requirements, and in this 
report he has predicted that in the future there 
will be a tremendous inersase in the requirements 
for coal, A lot of people, particularly in the 
west, seize upon that and say, "Well, there is 
.your solution right there." 

This paragraph simply.points out 
that the big requirement for coal will be in 
Ontario, and that coal will come from the United 
States rather than from western Canada, and that 
as a result it would not assist the western 
industry particularly. 

MR. GUSHUEs: The. western industry, 
of course, cannot compete with the United States 


coal coming into central Canada? 
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MR. WHITTAKER: No, not as a general 
principle. | 

MR. GUSHUE: Nor can it compete with 
the natural gas or the oil that is being produced 
in the same area? 

MR. WHITTAKER: That is soo 

MR. STEWART: Mr. Whittaker, what 
has happened to the workers who have lost their 
_ employment in the mines? 

MR. WHITTAKER: The average mine 
worker is a pretty versatile secereien who car 
turn his hand to quite a few tee A good 
many of them have filtered into Sifter industries 
such as lumbering, driving trucks, construction 
and sO On. 

Where the shrinkage in the industry 
has had. the bad effect has been an men who have 
been past middie age; who have spent all their 
lives in the industry, and who are not so 
adaptable; who had their roots in one particular 
place for a long time, _ They find it hard to 
get out and adjust themselves to a new Life, 

As far as the young- fellows are 
concerned, I do not think it has made any 
particular problems for them than in other 
industry. 

MR. STEWART: In past periods of 
expanding employment, where did you draw your 
new workers from? 


MR. WHITTAKER: Most of the people 
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who have worked:-in the coal industry, at least 


the underground workmen, have been European. 


They have been English, Scottish, Welsh, 
Italians, Slavs, Czechoslovakians and so on. 
Generally speaking the recruitment has been 
either fron Bukdpéan labour or else second 
generation people who have grown up in the 
industry itself, You see, there are a great 
many people who do not like to work underground, 
whether it be in a metal mine or a coal mine, 

MR. STEWART: I am really thinking 
about what will happen when your production 
starts to expand again, where you will draw 
your workers from ees 

MR. WHITTAKER: We are having 
trouble right now. The domestic coal industry 
is going back to a seasonal operation. During 
the war years it operated pretty well all the 
year round and the mines were able to keep their 
crews through the whole year. 

Now we are finding that with slack 
times in the summer you can only afford to keep 
your key men, and many of your personnel are 
going to be laid off, Then when fall comes 
and the cold weather, particularly with so 
many other employment opportunities,, we are 
short of men. Some of our mines are short of 
men right now, and could produce a lot more 
coal if they had the men to do it with. But 


there is so much other employment, in the 
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construction industry and so on at the moment, 
that they do not get all the men they need; and 
while we may get them a little later on, we do 
not get them as early in the season as we would 
like to have them. 

If the present. situation deteriorates 
further, that position will become more accute as 
time goes on. 

THE CHAIRMAN: Thank you very much, 
Mr. Whittaker, We are very grateful to you for 
appearing for the submission of this brief. I 
shall refrain from commenting about the appendix. 

Now I think we should take a short 
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---After recess, 

THE CHAIRMAN: Shall we come to 
order, gentlemen, Mr. Brownlee, we will mark 
your submission as Exhibit 61, and we will be 
grateful if you will proceed to present it to 
US © 

MR. BROWNLEE: Mr. Shairman and 
commissioners, we wish to thank you first for the 
invitation to present our views before your 
commission, and I would like to express my regret 
that we were not able to get our brief before you 
earlier, 

Unfortunately the invitation came 
at rather an awkward time for us, with our 
annual meeting just a week or so ago, and we 
found it very difficult to complete the preparation 
in time, 

if I may, sirs, I will not read the 
brief completely, but there are parts where I 
believe I can peat save time if I confine 
myself to the manuscript rather than attempt to 
speak without reference to it, 

We start first of all on page 1 
with a reference to our company, which I shall 
not read, anymore than to say that it is the 
oldest farmers! cooperative grain handling 
company in western Canada, having been organized 
in 1906. 

There are about 50,000 farmer 


shareholders, We usually have about 300 delegates 
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to our annual meeting, representing the locals 
of shareholders across western Canada, 

We operate 685 elevators in the 
three provinces and the Peace river block, with 
terminals at the lakehead and Vancouver. We 
also have an extensive farm supply business and 
we publish the “Country Guide" the "Canadian 
Cattleman", and we are affiliated with the 
Canadian Federation, and the Manitoba and 
Saskatchewan Federations of Agriculture, and 
make grants to the farmers! unions. We therefore 
have a contact with the farming industry across 
the provinces. | 

The nature of the grain industry 
of western Canada makes it difficult to forecast 
its trend in other than the most general way. It 
is essentially an industry which produces for 
export. It is, therefore, affected by international 
movements, by balances of trade and by governmental 
policies in other countries,which affect not only 
the domestic production of grain, but the 
limitation of imports into the respective countries, 
It is a hazardous industry. Not only may crops 
for a single year be affected by drought, rust 
epidemic or widespread and early frost, but 
history shows that crop production over a series 
of years may be thus affected. For example, we 
have heard very little for the past 10 years of 
the Palliser triangle. But unless we are to 


assume that the climate of western Canada has 
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permanently changed, we’ must look for a recurrence 
of those drought conditions which until a decade 
ago led substantial areas to be classed as semi- 
arid. A study of the records of bushels per acre 
Since the beginning of the century will disclose 
no pattern which can be taken as a guide for 
forecasting production in any particular period, 

It is important and interesting 
to note that a large part of the world's best 
hard wheat is produced on lands, both in Canada 
and elsewhere, on which yields are extremely 
variable, depending mainly on rainfall. This 
applies to the hard red winter wheat area of 
the United States, no less than to western 
Canada, 

Canadian agriculture as a whole is 
the most important single industry of the country. 
It is likely so to continue, A few years ago 
there was no occasion to stress such facts, 
which were in the common consciousness, They 
require repetition now, since they tend to be cast 
into shadow by the glamour associated with the 
rapid development of other industries, 

Then we indicate the percentage of 
Canadian car loadings which was taken up with 
agricultural produce, about 19.7 per cent, and 
point out that if an estimate could be made 
of the carloadings of consumer goods for farmers, 
it might work out to approximately 25 per cent, 


We deal also with figures for 
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employment and the trend of farm population on 
page , You have had that information from 
others, and I will pass that part of our 
submission for the moment and go to page under 
the heading of "An export industry." 

Some such reference to Canadian 
agriculture as a whole is required since western 
grain growing cannot be considered apart from 
the whole. For one thing prairie farmers annually 
provide a large volume of grain to be fed by 
other farmers to livestock, both in British 
Columbia and in eastern Canada. Such sales 
have been stimulated by the federal freight 
assistance policy of which you will be informed, 
As the result of it, and of an annual subsidy 
of I believe from fifteen to seventeen million 
dollars or more, extensive livestock production, 
which otherwise would have taken place on the 
prairies, has developed in eastern Canada and in 
British Columbia, The arrangement has other 
implications, The prairie grain grower is 
producing primarily for export and not mainly 
for the domestic market, If he cannot sell his 
grain for export he will be driven to seek some 
Other outlet. If he enlarges by very much his 
present production of livestock and poultry and 
their products and forces these into other 
provinces for domestic consumption, he will 
create a serious problem for the farmers there 


who have been enjoying the local market. For 
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that reason it is not only the western farmer 
who is concerned about export trade. Canadian 
agriculture as a whole is to be considered an 
export industry, and not merely that part of it 
which is conducted on the prairies, Such 
dependence upon export outlets for western grain 
is not only a present and an historic fact, It 
will continue for as long as the future can be 
envisaged, in spite of any foreseeable changes 
in the Canadian economy or growth in the country's 
population, 

Such population growth, which 
doubtless you will feel justified in predicting, 
will mean an annual increment in the domestic 
absorption of western grain. Cumulatively over 
5, 10 or 20 years that will amount to many 
million pushelws But it will not, in the 
foreseeable future, provide an alternative to the 
export outlet which western grain now requires, 
Nor, in our expectation, will it operate to 
reduce the quantity of western grain for which 
an export outlet must be sought. We should 
rather expect a sufficient increase in western 
grain output to balance increased domestic 
demand. Such increase is both possible and 
probable, for reasons to be referred to later. 

I am going to pass by the next 
paragraph, in which I make some comment on the 
ability to export grain in the form of 


livestock, and I point out that the great 
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trade in bacon for the British market has 
disappeared. We are not likely to produce 
large quantities for cheese as export, as we 
once did. We have shipped “hogs, cattle, pork 
and beef to the United States in some volume, 
but that trade is small at the moment; and while 
we expect that that will be resumed, it is. 
difficult for the moment to project just when 
the movement will commence again, 

Now I go to page 6 under the 
heading "World population growth and rising 
living standards," 

What then leads to the expectation 
that western Canada will continue to find an 
export outlet for its grain? Two answers may 
be givens- 

First, steady growth in world 
population has provided such outlet in the past 
and presumably will do so in the future, 
Population growth in Russia and in India including 
Pakistan shut off former wheat exports from those 
areas to the United Kingdom, and left a gap to 
be filled by Canada when prairie agriculture began 
to develop, Hungary and other countries of 
the Danubian basin, formerly the granary for 
westerm Europe y no longer export food to that. 
area. Egypt, which once fed imperial Rome, now 
imports wheat. So also it is population growth 
in Japan which results in that country importing 


grain at an increasing rate. 
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Second, the trend toward higher 
standards of living, although in places it reduces 
the human consumption of cereals, calis for more 
grain to be fed to livestock and poultry, as well 
as a diversion of land to other products than 
whe ato 

We leave the question of the 
percentage rate of increase, arriving in our 
own mind at possibly about 1 per cent compounded 
annually; and now referring to page 7, on the 
basis of such figures and of past predictions 
inquiry is justified as to why there is no 
current food shortage but instead a world food 
surplus. A few years ago there was complete 
confidence that demands from abroad would absorb 
all food Canada could produce for export. A 
wheat surplus which accumulated during war years 
just as large as the present one, melted away as 
soon as the submarine threat to sea transport 
disappeared. An international committee rationed 
available supplies of Canadian wheat among hungry 
countries, A food and agriculture organization 
was set up by the United Nations in the belief 
that intensive organized effort was required to 
avoid widespread malnutrition and even starvation, 
Nutritional experts proclaimed that a great part 
of the world's population, even in prosperous 
countries, was inadequately fed. Twice, in 199 
and in 1952, various importing countries eagerly 


signed an international wheat agreement to make 
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sure of their ability to buy wheat when they might 
need it. Alarm was constantly expressed as 

to the rate at which population growth was out- 
stripping any possible growth in food resources, 
Several reasons explain why expectations of 
earlier years have not been borne out and why 
instead we have a food surplus problem. Abundant 
rainfall and good crops in North America dur ing 
recent years, while an important contributing 
factor, are only part of the story. 

Then I have the heading "Agriculture's 
industrial revolution." 

A very important reason, which so 
far has escaped general notice, is the disappearance 
of the horse, from the farm as well as from the 
city, in Europe as well as in North America, Not 
only has the farmer lost a market in the city, 
which he formerly enjoyed, for hay and oats; he 
has also to dispose of the produce of the land 
that used to provide for his own horses. Oil 
wells have replaced farm land as a source of energy 
for motive power, Agriculture, thus relieved from 
a former task of great magnitude, is “able to 
produce more abundantly food for human beings, 

The effect has been greater in the more densely 
populated countries of Europe than in Canada, 

Agriculture has also had 
considerable relief from another task, that of 
clothing the world's population, Wool, linen, 


cotton and silk have been the historic fabrics 
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from which clothes have been made. The world's 
supply of these would fall far short of present 
needs for clothing had it not been for the 
development of artificial fibres derived from 
wood, coal and oil. Without these new fibres 
land, labor and capital, which during recent 
years have been available for food production, 
would have had other employment and the world's 
food supply would have bem much smaller, 

Only a few years ago Australia 
cut its exports very greatly because of the need 
of using the land for sheep,and the development 
of these fibres has brought Australia back as 
a substantial exporter, | 

We shall not attempt any detailed 
calculation as to the net addition which these 
changes have made to pre-war world food resources. 
But we suggest you may find it of greater 
magnitude, since the end of the second world 
war, in those areas concerned with the inter- 
national food market, than Canada's contribution 
in the way of exportable grain, For example, the 
United States Department of Agriculture reports 
that in 1939, ly million acres in that country 
were devoted to producing feed for horses and 
mules, and in 1953 only 14 million acres. During 
that same period consumption of artificial fibres 
in the United States increased threefold, or by 
something more than 1,000 million pounds 


annually. The Saskatchewan royal commission 
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founda decline of 8,400,000 acfes in 25 years 
in the area required in that province for the 
support of its horse population but did not 
make a calculation for a shorter period. 

In these two changes, and in the 
effects they have wrought since the end of the 
war, is to be found one explanation of the fact 
that world food supplies have kept ahead of the 
increase in world population, 

To say that is not to accept the 
views of those who foresee impending starvation 
for many people just because the land which 
can produce food is limited in area, More 
acceptable to us at least, are the views of that 
school of thought which finds possibilities of 
indefinite expansion of productivity from 
presently existing resources, In this 
connection we might call attention to a recent 
book on “American Agriculture" by Ronald L. 
Mighell. It deals with what is described as 
an industrial revolution taking place in 
agriculture, Comparison is well justified with 
that industrial revolution which accompanied 
introduction of the factory system in England, 
Not only is there an increase of productivity, 
to the ultimate benefit of all concerned; there 


are also some accompanying disturbances, 


Farm mechanization is doing much more 


than providing a substitute for the horse, 
Although in its earliest stages farm machinery 
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tended to promote extensive as opposed to 
intensive cultivation, it now makes intensive 
cultivation possible, The farmer makes better 
and more effective use of his labour, of, the 
resources of his land, and of his moisture 
supply. He is able to concentrate his tillage 
during periods when it can be most effective, 

Mechanization is only part of the 
revolution, Weeds are controlled by scientific 
methods unknown a few years agos the breeders, 
both of plants and of animals, have provided 
improved varieties and strains; better methods 
of accomplishing farm tasks are constantly being 
developed, Ail this means that labour is being 
applied more effectively and capital applied more 
abundantly to a given area than was the case 
only a few years ago, Quite evidently much 
more can be obtained from a certain number of 
acres than was formerly thought possible, and 
the world can obtain a lot more food than it has 
had, but only at a cost, 

Increased productivity will be 
forthcoming only when the price incentive is 
sufficient, That has been émonstrated in 
England and the process is under way in various 
countries of continental Europe, It has been 
most abundantly demonstrated in the United 
States. There, under the stimulus of guaranteed 
prices, the agricultural revolution has 


proceeded at a speed greater than necessary, so 
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that production, not only of wheat but of many 
other commodities, has outrun immediate marketing 
possibilities, 

Agriculture's industrial revolution 
has also been progressing in Canada, but at a 
slower tempo, Price incentives have so far 
been lacking in Canada to bring out its full- 
potentialities, We have had, for example, 
nothing inthis country to match the annual 
expenditure of more than a billion dollars by 
farmers of the United States on fertilizer, or 
the fivefold increase in such expenditure which 
has taken place since 1939, 

Outlook for world food prices, 
Such considerations as the foregoing suggest an 
outlook, after a not very extended period, for 
rising food prices, required to bring forth the 
total quantity of food needed by a rapidly 
increasing world population, That will come more 
quickly if a year or two of unfavorable weahter 
is experienced, either in North America or in 
Europe. 

To accept such an outlook as is 
expressed in the foregoing is to imply a 
considerable degree of confidence in the future 
of prairie agriculture, A tendency toward such 
confidence develops from any survey of the past 
accomplishments of that agriculture, The 
capital which now provides the basis of the 


western economy has very largely come out of. the 
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soil during the past half century, for the 
farmers who developed the west brought very little 
capital with them, Materials for such a survey 
will be abundantly available to your commission, 
and we venture to suggest that you would find 

it useful both for your own work and for the 
purposes of your report. 

Such a view also implies that at 
the moment the world is in a period of transition 
during which food production has temporarily, 
but only temporarily, outrun population growths, 
That seems to be implied by the economics 
division, marketing service of the Department 
of Agriculture at Ottawa, Then I make a 
reference to the November issue of the 
publication of that service, 

Difficulties arising during such 
a period may well require assistance in some 
form from the government to some departments 
of agriculture, That will be more easily 
justified and more readily undertaken if such 
difficulties can be regarded as transitory, 
and as confidence in the future exists, 

Then we give some statistics 
covering present acreage devoted to wheat, oats, 
flax, barley and rye. It is not necessary to 
repeat those, since you have had them before, 

We take 1952 as probably representing normal 
expectations at the present time. In that 


year 25 million acreas were in wheat, 18 million 
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acres in other grains, and 21 million acres in 
summer fallow, My point is that there has not 
been much change in the total acreage for grains 
in western Canada over the last generation, 

Possible growth in grain production, 
The provincial governments will advise you in 
respect of districts considered still to be 
available for settlement and capable of 
expanding the farm area further to the north, 
These presumably will be greater in Alberta than 
elsewhere as in the northern part of this province 
there appears to be a considerable area of tillable 
land which can be brought under cultivation, But 
we should hesitate to predict that such new 
settlement will be rapid. New farmers, in 
command of capital required under present 
conditions, are more likely to seek improved 
land in districts provided with roads, schools 
and other amenities, 

There are, however, large 
potentialities for expanding production on land 
already in occupation. From one Saskatchewan 
authority we have obtained an estimate of a 
possible 2 million acres additional breaking and 
clearing on farms presently occupied in that 
province, 

A more important possibility for the 
long-term future is a reduction in the practice 
of summerfallowing which now, in-some areas, 


occupies half of the acreage cultivated for grain, 
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while over the whole prairie area it accounts 
for one-third, and sometimes more, of the total 
acreage so cultivated. According to some 
agricultural authorities, summerfallowing is 

no longer as useful or necessary as was 

formerly considered to be the case, and 
particularly its value in conserving moisture is 
being questioned, Improved methods of 
cultivation and the use of chemicals now offer 
other means of weed control, The use of 

comme rcial fertilizers, which so far has been 
very limited on the prairies,is advocated as 
promoting some of the purposes now served by 
summerfallow, more on some types of soil than 
on others, We do not suggest that such a change 
can be foreseen in southern Saskatchewan and 
southern Alberta. But it may be important in the 
more northerly parts of those provinces and in 
Manitobas 

Then we give a few references to 
this possibility that in future we will not be 
holding as much acreage for summerfallow as we 
have in the past. Now I come to the heading, 
"The wheat surplus problem" which after all 
is the important one, 

We must now deal more specifically 
with wheat. Wheat has been the foundation of 
western farm economy, and no change in that 
respect is to be expected. For the most part: 


prairie soil and climate are more adapted to 
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wheat than to any other use, Western Canadian 


wheat has a quality advantage over all 
competitors, a fact highly important in some 
markets, and less so in others, The international 
wheat market is broader than that for any other 
agricultural commodity that Canada an eee cnee, 
Wheat is cheaper to ship by sea than are lighter 
grains, It stores well for long periods, and 
especially so in Canada, Production costs are 
probably lower in Canada than elsewhere, and 
almost certainly so than in most countries. 
Barlier in this submission we have 
referred in general terms to food, and to the 
fact that temporarily at least there is a world 
food surplus. Now to be considered is the fact 
that such surplus is largely concentrated in 
North America, in the form of wheat. That is not 
due, so far as Canada is concerned, to any 
expansion in wheat acreage, a fact demonstrated 
by acreage figures already before you. We have, 
however, had extrordinarily high wheat production 
in western Canada during recent years, even taking 
into account the one poor year, in 1954. To some 
extent that can be attributed to improvements in 
farming practice, as already discussed, which 
have enabled farmers to take full advantage of 
weather experienced, Primarily it has bem a 
matter of climatic conditions, mainly as to 
the extent and timeliness of rainfall, The year 


1915 still stands out in western history as the 
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greatest from the standpoint of wheat yield per 
acre; but the wheat acreage then was still 
comparatively small. The per acre yields recorded 
during four of the past five years are unmatched 
in any previous period of western history, and they 
are an amazing contrast with the low yields of | 
the ten-year period of the thirtiés, 

The United States has also had high 
wheat yields per acre, -Its favorable weather 
during recent years contrasts with that which 
produced the dust bowl of the thirties, and a 
brief period of years during which the United 
States actually imported wheat to meet its 
domestic needs, But in contrast with Canada 
there was a vast expansion in wheat acreage in 
the United States, stimulated at first by war 
conditions, and subsequently by a price guarantee 
programme, of which you will be fully informed, 
That programme at the present time seeks to 
guarantee to farmers an average of approximately 
$2.20 per bushel, farm basis, for their wheat, 

It has diverted to wheat production not only land, 
but also capital in great amounts, represented 
both by machinery and by fertilizer, For a time 
during the immediate post-war period there was 
export outlet for much of the extra wheat so 
produced. More recently, as has been the 
Canadian experience, wheat surplus production 

has out-run the possibility of export shipment, 


The international wheat trade has 
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not grown in proportion to population increases 
in wheat consuming couwmtries, Practically all 
of these have been stimulating domestic wheat 
production by guarantees of high prices to their 
own farmers, Equivalents of such prices, in 
United States dollars, were recently reported 

as follows, Without giving all of them, in 
Argentine, an exporter, the price was $2.72 on 
the farm; Australia, $2.63; Belgium, a customer, 
$2.563 Egypt, $2.18: France, $2.6lig West 
Germany, $2.72; Italy, $3.05; Japan, $2,613 
Netherlands, $1.86; Turkey, becoming an exporter, 
$2.49; the United Kingdom, $2,30, 

In importing countries such 
guarantees have brought about a higher wheat 
production than would otherwise have occurred; 
in some countries at least this has been due to 
intensive cultivation and high use of fertilizer 
as much as to acreage increase, But it would not 
have been possible to put as much land into wheat 
except for the developments above referred to. 
resulting from mechanization and reduced demands 
for wool and linen, On the whole weather has 
been good for wheat in the United Kingdom and 
in western Europe during recent years, 

One feature of these high guaranteed 
prices has been important in western Europe, in 
the United Kingdom, and also in the United States, 
To benefit from them farmers have had to sell 


their grain for milling. They have accordingly 
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disposed of every possible bushel, thus cutting 
down any use on the home farm of! wheat for 
feeding purposes. Also in the United States, 
where considerable quantities of wheat used to 
be purchased for feeding purposes, it has been 
priced out of the market for use as feed, 
Further, in the United States wheat acreage has 
been expanded in areas producing the less 
desirable type, which millers there or abroad 
do not usually want. 

Various motives have been ascribed 
for such incentive policies in countries outside 
of North America, No doubt in part they are due 
to concern for the welfare of farmers; in part 
they arise from fiscal considerations, and the 
desire to protect exhange positions by limiting 
imports; in part they probably arise from recollections 
of wheat scarcity during war and post-war years. 
Whatever the motive, such policies tend to distort 
production into an unnatural pattern, and to 
produce results other than those aimed at, and to 
increase living costs for consumers, 

There is now some evidence, even if 
limited, that the Canadian view of such policies 
as uneconomic is held elsehwere than in Cenada, 
There is opinion, for example, in the United 
Kingdom, both among farmers and among others, 
that the national interest might be better served 
if farmers did not feel impelled to plow up 


grassland in order to share in government bounty. 
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One result of present policies is to shift imports 
from wheat to other foods and to feedstuffs, 
Possibly, however, only increased need for other 
foods will bring about any relaxation of policies 
indicated by such prices as have been quoted. 

Subsidized dumping. Even more 
disturbing at the present time are the effects 
of high guaranteed wheat prices in certain 
countries in producing export surpluses which 
are dumped on the international market under 
subsidies from governments, While the United 
States has attracted most attention in this 
connection, the French situation should not be 
ignored, France, which up to 1949 was an 
importing country, is now attempting to force 
into export markets, under subsidies very costly 
to the national treasury, a wheat surplus which 
may amount to 90 million bushels annually. It 
is thus challenging the rank of Australis and 
Argentina as wheat exporters, It may seem to 
be economic madness for a national government to 
encourage the production of export surpluses 
which must be sold abroad at a loss, Unfortunately 
economic madness may sometimes appear to make 
good sense from the standpoint of domestic 
politics, 

Then I quote a resolution which 
was passed at our annual meeting a couple of 
weeks ago, as indicating the view of our 


company that as a first step in trying to improve 
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the situation we should support the dominion 
government in the protests which are made 
publicly, and we should do it through farm 
organizations, to try to bring to the attention 
of the United States the danger to Canada 
inherent in some aspects of the present surplus 
disposal problem of that country. 

It is only recently that 
governments have been engaging directly in the 
commercial transactions of international trade 
instead of leaving these to be conducted by private 
persons, In consequence there is no such code 
of acceptable practice as prevails in the 

iplomatic relations of governments with each 
other. The beginning of such a code is perhaps 
to be found in that clause of the general agreement 
on trade and tariffs which forbids subsidized 
exports. Unfortunately there is an exception 

in respect to primary products, although the 
excepting clause endeavors to set up some safe- 
guards, To get rid of that excepting clause 

should be an objective of Canadian policy in 
international discussions. 

It will not be easy to word in 
general ies hae an acceptable ban against subsid- 
izing the export of agricultural products. 

There will be danger of bringing into question 
policies of various countries in support of 
agriculture, possibly including special export 
freight rates. Our own suggestion is that efforts 


to get such a ban established should be narrowly 


: Y Cues me ; soe 
notatsob- aft droqaue Sivorte ew’ no} tn iis hee 
ebam era coolidw ateedorg eds ot toomere ve 


ee a head 


mts? Hpiordt tt ob biréodea ew Bas atfottedg 


notinet+ia eit ot gniad | + ot .anottantnayre 


. 


batint® aft te 


trrevrorisrk 


osq [seogel 


girinegns mesd at atmemirievoy 
fosanatt Inatotrecuraa 


to baevert 
“ 
se anroet T6q 


e a : oe | ne Boy 
a 


etaving yd bevovbnos 6d oF eB oe 


efdstqeooa to 


% 


smo ta] tb<§ 


ea) OP 


3 
wo 2g 


anrred _— 


ant? satel 


Rint as feloem anmaie is vidtasoa ,ormitinoel Be 


8 tite tady el holsesg Bie awo m0  sRedet tdia bor’ 


ax od blyode bedetidates ned s tose Jeq @ 
a , =i be > a = 
“ai 


-. 2381 = Mr, Brownlee 


confined to subsidized dumping, The word 
"dumping" has a well-established meaning of 
selling abroad at prices lower than prevail 
in the domestic market, The practice is 
widely recognized as reprehensible and various 
countries, including our own, have laws 
designed to check it, 

Competitive export subsidies by 
Canada should be considered only as a last 
resort, But it may be a deterrent to other 
countries to realize that this country might 
be driven to such resort if all other efforts 
to correct conditions should fail, 

The immediate selling problem, 
Whatever hopes and expectations may be held for 
the future an immediate and urgent problem 
presents itself as to how to sell more rapidly 
than at present the accumulated wheat stocks on 
the North American continent, As to that we 
suggest an expedient on which you might be 
prepared to make an interim recommendation for 
consultation between the governments of Canada 
and the United States, Such consideration would 
be designed to bring about a massive progranme 
designed to promote the feeding to livestock of 
grades and types of wheat not of the highest 
milling quality. In both countries there is a 
great deal of such wheat which is quite capable 
of being milled into flour for human consumption 


and which will be so milled in preference to 
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better wheat if buyers can get. it cheaply enough. 
It can be degraded so as to make it unusable 

for flour by the admixture of a fairly small 
percentage of kernels colored with vegetable 
dye. It is true that there is no present world 
shortage of livestock feeding stuffs; neither is 
there any great surplus such as now appears to 
exist in the supply of wheat for human food, 

In, many countries livestock consume enormously 
more grain than do human beings. To earmark some 
hundreds of millions of bushels of wheat for 
livestock feeding will add comparatively lttle, 
from a percentage standpoint. to existing feed 
supplies. Proportionately it will make a much 
greater reduction in what must appear to 
prospective purchasers to be a mountain of 
milling wheat, Such a programme would. invoive 
efforts in various countries to publicize and 
promote the use of wheat for feeding poultry and 
livestock, Such efforts would serve toward 
overcoming the existence of what jolene be called 
a moral prejudice, widely prevalent in Europe, 
against allowing livestock to consume what could 
be used for human food, 

Then we have a section on the 
international wheat conference, which I shall 
not read, We simply point out that the 
conference is to resume discussions in February , 
1956, the object being to renew the wheat 


agreement with wider scopes Whether or not 
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that is accomplished, useful results are to be 
hoped for. We suggest that the two past 
agreements have been attended with some 
disappointments, They did not result in 
expanding international wheat trade, They did 
not bring about any greater reliance by 
importing countries upon supplies to be obtained 
from exporters. Instead, during their term, 
nationalistic wheat policies have developed to 
an excessive extent. Nevertheless farmers of 
western Canada have not lost hope that an 
international wheat agreement, with the machinery 
it provides, may yet develop into a useful 
hstrument. 

Present conditions provide an 
entirely different background for discussions 
from that which prevailed in 1949 and in 1952, 
These should encourage enlargement of the 
international trade in wheat and should tend 
to discourage excessive incentives to domestic 
wheat production in various countries. 

Farm finance and storage problems. 
Your inquiries will by this time have disclosed 
to you two problems arising out of the present 
wheat situation. One is how and where to stores 
great quantities of Canadian grain which must 
be kept ‘until opportunity arises for its sale, 
Tne other is how the farmer is to finance his 
operations until he is paid for his grain by 


way first of an initial payment, and second, when 


hiiee conc aity Donate sed ova» 

a4 Maha 

bealatdo, ed od eetlaque neq eetrtnoa 
ene? stent paturs (bsbtenT 

ot beqoLeveb ovad ae tetiog’ taadw a. 

na. tedt eqot deol tomerail abetted) 
vientidonm- edt déiw ytaemeergs taade isnoly 

Igteas s otmt -qaLovel soy yom quebivenn® 


i , oe >. ews 


aaa 2 
. «) 7 


as ebivorg RO HCN ‘cali ow oe 
enoleascalh tot brscegiond*tdexe%t6 ‘ 
eS2e0l at bre. OseL al belbavexq sotdw tadd 
eft to taeomenrelae egatvoons bivore 

bast bivode bua teedwint ebart feacltacs 
olteegoh ot eovidmeont sevlezeoxe syatroonks 
seetviayoo evottay at mottouborg Pact § 

eemoiderqg egatot a Sas eorant? mrad ‘ 
boeofoath evad emtt etd? yd Lilw estalopnt « sf 
dmeseng eft to tro giialas ameldorq owt soy of 
erots of eredw bas wort at a eftoltaudsia taodw i 
deum dOtdw mhews mstbacted “son soldi travp tse = 
,efae eft ro? eeebra ytisuwtioggs Lida tqei ogy 
git eomantt od ef tenrrest add wor et tertio < | 
yd tery etd tot bieq af ed Itvas arnolt | 
netiw ,boosee bos trengeq Labttaf ne to text? > . 


- 
4 
an 
, 


@ 238) - Mr. Brownlee 


final settlement is received. These are growing 
problems, which may present greater difficulties 
at harvest time in 1956, than have occurred in 
1955, By that time a greater part of the farmers! 
resources will be tied up in unsold grain. The 
storage problem will be greater because the 
carryover of old crop grain on farms and in 
elevators will probably exceed the quantity so 
carried over in 1955, 

It must be recognized that under 
conditions which now prevail it is not possible 
to provide elevator storage for all grain farmers 
may wish to deliver during the early weeks of 
a crop year. Inevitably the farmer must carry 
a good deal of grain on his own farm and good 
husbandry requires that he should provide housing 
for it. Because expense in that connection is 
of an emergency nature he should be able to 
treat it, for income tax purposes, as a working 
expense, In the alternative, if it must be 
capitalized, he should be allowed to write it off 
during a very brief period, Present provisions 
of the Income Tax Act do not allow this, and the 
machinery under which rapid write-off on new 
construction has been allowed to elevator 
companies would be quite unsuitable for 
application to farms. We recommend, therefore, 
amendment to the Income Tax Act in this 
connection. 


The federal government has under 
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way at this time a plan for guaranteeing loans 
by banks to farmers on the security of farm-stored 
grains Experience during coming months will 
show how well that works out, how far it meets 


the need, and whether or not it can be considered 


guitable for extension into another crop year. 


Possible alternatives or supplementary measures 
can also be examined and the subject should have 
continuous study by all concerned, It takes 
only a brief examination of the subject to disclose 
difficulties in the way of any plan for loans or 
advances, Such difficulties arise as to the 
boundaries of respective jurisdictions of the 
federal and bined tie Sa legislatures, 

Another method presents itself 
for getting money into farmers! hands, without 
encountering administrative difficulties, That 
is to pay out more money on grain already delivered 
by farmers, by way of initial and interim payments 
on the crops both of 195 and of 1955, So far 
such payments have been regulated so as to 
provide to the government a wide margin of 
security against possible losses, Present 
conditions seem to make it inevitable for the 
government to take some measure of risk, It 
will be simpler and more effective to take such 
risk in the way suggested than in any other, 

Since dictating this we have 
been considering another suggestion which we 


thought we would put briefly before you for 
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examination, That is, that the government this 
year might pay a higher initial payment on the 
first. two, three or four acreage quotas and 
r then reduce the initial payment on any ) 
subsequent quotas, in order in that way to come 
| out at the end with about the same initial 
‘payment of $1240, By giving a little higher 
initial payment on these quotas it would serve 
to get money into the hands of farmers. 
We do not say that just for the 
benefit of the farmers, but for the benefit 
of the whole western economy, which depends upon 
the farmers paying for the services they require. 
Quite naturally there are very 
large demands at present for construction of 
additional public storage space with a double 
purpose of enabling grain to be safely housed, 
and enabling farmers to get the initial payment 
thereone Our own company has responded to a 
very large extent to such demands in recent 
years; it has added 19,000,000 capacity of 
which 10,000,000 bushels has been new 
construction; it has built more space this 
year, and plans still further construction as 
soon as buildings operations are possible in 1956. 
Other companies have followed similar programmes. 
Complete and authentic figures will be avaiable 
only from the board of grain commissioners for 
Canada. A table furnished by that body covering 


new construction for the year ended July 31, 195), 
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was given to the agriculture committee of the 
House of Commons last May, and is to be found 
in the printed records of that body, But it 
needs very brief consideration to show that 
on account of both physical and financial 
considerations any volume of new construction 
now possible ole be small indeed in comparison 
with the volume of grain farmers would like to 
deliver, Nor can an extensive new construction 
by private capital be justified simply to meet 
a temporary emergency.’ For such construction 
to be justified it must have some prospect of 
permanent use, and also a prospect of recovery 
of its cost from earnings during its useful life, 
So far as concerns construction by the 
government, involving a large capital sum, it 
would seem desirable first to determine if 
available funds cannot be put to better and more 
direct use for the benefit of farmers, 

| The latest figures we have show 
total Canadian storage capacity in elevators as 
585 million bushels, equivalent to the total 
quantity of grain which might be delivered in 
western Canada during a moderately good year, 
Of that 350 million bushels was in country 
elevators, 20 million bushels at the Pacific 
coast, 93 million at the lakehead, and 91 million 
in eastern Canada. Some enlargement is justified 
and will take place, but not to an extent to make 


any very great difference to the current problem,, 
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Cost of new storage ranges from 
30 cents per bushel capacity for simple annex 
construction to $1.00 for country elevators or 
terminal elevator annexes, depending upon the 
type of structure, The present tariff rate for 
storage is 1/35 of a cent per bushel per day, 
making a maximum earning of 10,4, cents per 
bushel without allowing for idle periods, waste 
space, insurance, risk of deterioration in grain 
or operating expenses, including taxes, Quite 
evidently it will take a prolonged period of 
storage before costs can be recovered, 

Present earnings from storage 
facilities enable elevator companies to charge 
much less for other services than will be 
necessary when corresponding earnings are no 
longer available. We make that remark because 
of occasional present comment about the burden 
of storage costs, and also wish to point out 
that earnings are being ploughed back by way 
of additional construction along with 
patronage dividends which are borrowed from 
customers, The tariff rate for storage is 
less now than it was 50 years ago, and it is 
only from earnings derived from storage that 
elevator companies have been able to construct 


the very extensive new facilities provided during 


recent years. 
Another comment in connection with 


storage charges is called for. Only some of the 
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time, and only to some extent, do they represent 
a cost to the producer, At other times, and 

to a large extent, they represent a cost which 
is necessarily assumed by the purchaser, You 
will find a discussion to that effect in the 
records of the annual tariff hearings of the. 
board of grain commissioners for Canada in 1950 
and in 1953. You will find it demonstrated in 
the wording of the Canada-United Kingdom wheat 
contract of 1946, and in the international wheat 
agreement of 1949, both of which provided for 
buyers assuming carrying charges, In-that 
respect they are similar to certain taxes, to 
ocean freight charges, and to various other 
costs in one business or another, the incidence 
of which will shift from time to time. 

That, sir, is our submission. We 
have tried to avoid repetition of material 
coming to you from other sources, We will be 
very glad to present to your staff any other 
information of a statistical nature which you 
feel we may be able to provide. 

THE CHAIRMAN: Thank you very much, 
Mr. Brownlee, I expect we all have some 
questions we would like to ask you, 

I might start the ball rolling. 

On page | you made an interesting comment when 
you said you-.did not expect a further decline 
in total agricultural employment, As we have 


come across the country we have heard a number 
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of comments and views on that-sub ject, and I 


think in every other case the view has been 

that there would be over the years a further 
decline in the number of people on the farms. 

In Saskatchewan we were told that the trend 

was definitely toward larger farms, and that 
this would mean fewer people in the agricultural 
industry. 

I wonder if you would like to 
expand on that point a bit for us, 

MR. -BROWNLEE: Well, sir, there 
can be no doubt from the study of statistics 
that there has ak a growing tendency toward 
larger farms, and I think probably that will 
continue. Our view, however, is that 
mechanization has reached a point where it has 
perhaps accomplished all that it can in 
reducing the need for human labour, and as 
acreage expands it may be necessary for hired 
help to be brought in for es operation of the 
farm, which may balance any apparent reduction 
in population that would come about by the 
increasing acreage of farms, 

. In other words we look forward 
to the further trend to larger farms, but we 
believe mechanization is getting pretty well. 
complete; and while there will be a tendency 
to a reduction in farm population because of 
the larger size of the farms, we think it will 


probably be offset by the need of engaging hired 
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help for the efficient operation of those farms, 
This at least is our thinking and the reason for 
the statement, 

THE CHAIRMAN: I think I am clear 
on another point on that page. Talking about 


the federal assistance policy, you says: 


"As the result of it, and 
of an annual subsidy of $15 


Million ==" 


‘That is the cost of the freight 
subsidy? 

MR. BROWNLEE: Yes: I think it ran 
year by year, somewhere between $15 million with 
a high of about $17.million and a low of $15 
million on the freight on feed grains from 
western Canada to eastern Canada, 

Our point is that if the western 
farmer is compelled to use his grain in some 
other way to offset the loss of export markets, 
and turns to the production of hogs and things 
of that kind, it is going to be very bad for 
the eastern farmer, because-we have the feed 
and we can feed more cheaply. Therefore the 
eastern farmer is equally concerned with us in 
finding an export market, 

THE CHAIRMAN: Then another 
question, On page 7 you refer to the size of 
the wheat surplus during ixeetcbie, and say it 


was as large as the present surplus? 
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MR, BROWNLEE: Yes, sir. In 192 
we had a total carryover plus new crop of 983 
million bushels, and in 1952 it was 980 million 
bushels, just 3 million bushels less than in 
1942, This year we have a carryover of 81 
million, and add to that something like 75 
million or up to a maximum of 500 million, and 
you find that you will reach the 983 million 
we had to dispose of in 1942, So our problem 
appeared to be as difficult in 19.2 as it does 
at the present time, 

Of course the situation was 
different seem because agriculture in the 
importing countries of Europe had been very 
badly disorganized on account of the war, but 
there was such a demand for wheat from the 
importing countries, because of their lack of 
production, that that surplus of 192 soon 
disappeared, 

THE CHAIRMAN: On page 12 you 
discuss summerfallowing, and suggest that 
according to some authorities summerfallowing 
is no longer as useful or necessary as was 
formerly the case, and that therefore 
potentially, I suppose, we could produce a 
great deal more agricultural produce and more 
wheat than we are producing at the present 
time » 

Would you like to expand on 


that a little bit, because it seems to me a very 
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important point and one that has not yet been 
brought before us. 

MR. BROWNLEE: The president of 
the national farm bureau of Great Britain made 
the statement recently that present acreage 
could take care of the future food needs of 
the world at a price; and at a price we feel 
that we will enter =-- not in the next 5 years 
and possibly not in the next 10 years, but we 
believe we will enter a period when there will 
be less reliance on:summerfallow in areas 
starting with Manitoba and possibly going 
through the north, 

The interest in fertilizers is be- 
coming quite acute and pronounced in western 
Canada, So far the output of the Trail smelter 
has been largely going to the United States, 
because on account of the government subsidy 
there the farmers can otitbid the Canadian 
Peas re, so the great part of their product 
has been exported. 

But there is this tremendous 
interest. We find it now in our farm supply 
department, and we have been searching for the 
last 2 years for sources of cheaper fertilizers, 
With the use of fertilizers in parts of 
western Canada and the use of chemicals, we 
do think there will be a cutting down of the 
acreage -- and fe very substantial acreage -- 


now held for summerfallow, 
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Incidentally I may say that the 
president of Manitoba univeristy gave us a very 
interesting address at the annual banquet two 
or three weeks ago on that very subject, in 
which he gave his reasons for thinking that 
more and more there would be less dependence 
upon summerfallow, 

When you go'to the older countries 
you see that they have been able to do this 
by reason of higher subsidies, Fran comig—-am... 
example, Without increasing their sao 
acreage France, which was an importer of wheat, 
this year will export about 80 million bushels, 
and probably will rank after Australia and the 
Argentine, That is due to intensive farming, 
the use of their full acreage, with very little 
devoted to sunmerfallow, and very, very high 
yields per acre such as we have never heard of 
in this country as yet. 

THE CHAIRMAN: On the subject of 
university presidents, it is only in Alberta 
that one university president does not ask quite 
as many questions as he does in some other 
places, 

In talking about GATT on page 17 
you refer to the exception in respect of primary 
products,. and you say it should be Canadian 
policy to urge the elimination of that excepting 
clause, I suppose that is something that 


Canada has been doing? 
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MR. BROWNLEE: Oh, yes. 

THE CHAIRMAN: Without much 
success so far, Would you see any prospect 
for success in the short-term future? 

MR. BROWNLEE: I am sorry I am 
not able to answer that, We do know that 
within the past 3 or weeks the government 
at Ottawa has been talking quite frankly and 
plainly to the minister from the United States, 
we know, too, that our Canadian government sent 
a delegation down to Washington, and conferences 
were held there to see if in some way the United 
States cannot be persuaded to change its present 
policy of dumping. 

We think there is beginning to be 
a realization in the United States that this 
policy has not been entirely wises They are 
. antagonizing, I think, some good customers in 
other countries, Canada is a tremendous customer 
for citrus fruits and so on from the United 
States and if we were driven to take any 
measures of self defence there could be certain 
parts of the United States agricultural 
production that might suffer, 

I can only say that as far as our 
organization is concerned, we are slow to 
endorse such policies as a twoeprice system in 
Canada, for the simple reason we do not see how 
we can. do that and at the same time be making 


a protest against what other countries are doing. 
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We feel we should hold that in reserve; but at the 
same time we sometimes wonder if we do not lean 
over backward in Canada in being too timid about 
the competition of the United States, and whether 
we might not reach a time very soon == if, say, 
by the time the international wheat conference 
concludes in February or March of next year we 
have not been able to improve the situation, then 
we may be driven to some policy of that kind. 
Arter all, if our government is only making an 
advance of $1.10, while the United Seatos is 
making an advance of $2,30 or $2.0, we have a 
tremendous advantage if we ever have to get into 
a competition of that kind, 
H CHATRMAN: We have not as big 

a treasury, though, 

MR, BROWNLEE: That .is true, and 
I have made the statement on public platforms 
within the past few weeks that I realize that 
when Canada talks about entering into competition 
with the United States it is something like the 
corner grocery getting into competition with the 
Hudson Bay company and T, Eaton, Nevertheless 
we cannot sit back all the time and see our 
markets lost, and we may be driven to the 
consideration of some other measures like that, 

THE CHAIRMAN: I- think you have 
answered the next question I was going to ask, 
On the same page you refer to export subsidies 


and say that competitive export subsidies should 
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be considered only as a last resort, I was 
wondering when we arrived at the time the last 
resort should be used, 

MR. BROWNLEE: Well, as a company 
we have been hesitant and reluctant to advocate 
some of these policies at the moment, which may 
be embarrassing to the wheat board and may be 
embarrassing to the government, We choose to 
believe that both the government and the wheat 
board appreciate as much as we do, or more, the 
difficulty that-confronts us by reason of the 
sales policy of the United States, and that they 
will know whether there is any chance at all of 
having it changed, 

I only say this, that I do not 
think we can sit indefinitely in Canada losing 
our markets, without attempting some other 
measures to meet the threat which does arise 
from this dumping policy of that country, 

THE CHAIRMAN: Mr. SSunlee . in 
connection with your suggestion that some 
hundreds of millions of bushels of wheat may 
be earmarked for livestock feeding both in 
Canada and in the United States, it was 
suggested to us last week that a substantial 
part of the United States carryover is really . 
only suitable for feed anyway. 

MR, BROWNLEEs Well, I think I. 
know the statement that was made; I read it 


in the submission, We believe, and as a matter 


hie 


a 
cet | 


saw TI at Toast teat: Ss eB ‘inte bersh ter oo 
a 


eat adt emit eft gs bev irre ow rect nthe * 


sboer ed bfrode troke _ 


* an 

yueqmoo s es ,ffel oh 5 eet 
mead ava ew 
sserny 3o santos 


tseerradine od 


t boas abaned 


«@ 


ass oF bots 
atin add to t1eq 


olds $ fare yin 


or 
ur 


« taedt toemetsve edt word 


vetied eW U) -eebentenie’ ect ¥5 


— = 


~ 2398 «= Mr. Brownlee 


of fact have been so informed by some United 
States officials, that a substantial part of 
their billion bushels, or whatever it is that 
the Commodity Credit Corporation has, is really 
quite low grade wheat, We know that in our 
own elevators across western Canada there is 
still quite a substantial amount of the crop 

of last year, and some previous years even, 

of low grade wheat, 

Unfortunately when that grain is 
offered for sale, if it is offered at low 
prices there are countries that undoubtedly will 
attempt to mill it. As a matter of fact I 
believe the United States has already had the 
experience that wheat which was given away, or 
almost given away, under their policies found 
its way into the hands of millers, 

I would not go quite as far as 
the statement made in Saskatchewan, but we say 
there may be a third of os United States crop 
which we believe is of low grade, and there is 
quite a substantial part of ours, 

Last year's crop, the one just 
harvested, is one of the finest from the 
standpoint of protein that we have harvested 
on the western plains, and there should be a 
big demand for it, I think this whole 
picture could be changed if in some way we 
could get rid of that low grade stuff. After 


all, the bids of foreign countries depend 


— 
Yo dusq Le tinetedve 2 tad? 
tad? ef $i rovedarte to jeLerlasd a | 
ULlner ef .sart notdatogred gtbexd yetbommod edt 
‘ro at tadt work of .taedw oberg wot eFEep 

at cred? sbsasd aroteow neows exotevele so 
gore edd Yo davome Laltastedse » otlup ite ™ 
qMeve a720¥ suolveng exes bas «saey teal 26. 

et ctetg tedt sedw ylotaaréiotal : 

| wol ts berette ef #2 Yt ,elee wt berette! 
LLiw yBetdvobas dadd eebriiuod ere srodt seole@: 
: I vost Yo tottams eh “ott Litm of tomettan 
edt bad ybsotia eat sedate bedtay edt ovetiete= 
10 .Yswe cevly saw dotiw dsenw cadt sone ire Ges ; 
bnvot aetotiog tiedt sebmy yews sovlg te . 
seroifim to ebsad ssid o¢mt yaw 


- 
i 


ee tet es stiip og gor Biyow T 
yee ow dud ,aswerotadest at ebsem daometete edd 


= 


qoro sete’? betinU eft to Bridt a ed yam orert 
at, oven? bas ,eobatg wolf to ef svetied ew acs :¢ » 
sto to éxeq Lattostedse s Sati 

jeaut eno edt yqoro ea'asey cand x 
edd mort #eentt edd 10 eno et ,betsers ‘ 

bateertsd evad ow tadt ntetortq Yo tntoghnusd : 

aa wn ed bIuose overt bas ,antsiq orefuew eff Ao 
| elodw atdt setit I .tf tot biamb ote 
ew yew emoe-nt IF Begmado ed bisoo eutolg 
(qostA Tints ebarg wol edd to Sty tog biad 
beraqgsb x ointanroo aptetc? to abid odds a 


—_ 


: ' 
» a 


- 2399 2 Mr. Brownlee 


somewhat on the amount that is in the show 
window; and when you just talk about a billion 
bushels in the hands of the Commodity Credit 
Corporation, and the amount we have in bushels, 
it looms very large. . If we can get rid of 
this low grade stuff and talk of what is really 
the millable wheat in Canada and the United 
States, the figures would be very greatly 
reduced. There would not seem to be so much 
in the show window, and I think the price 
situation would begin to straighten out, 

So we say colour that low grade 
grain and put it in the position that it cannot 
be used for milling, and get rid of it, even 
at a loss. 

THE CHAIRMAN: Could it be 
sold right away? 

MR. BROWNLEE: We think substantial 
quantities could be sold. I believe it is a 
fact, and Mr. Griffin will waetemiins if I am 
wrong, that when the price at the head of the 
lakes was reduced a few weeks ago, practically 
all the very low grade wheat in the terminals 
there was sold in the course of a short time, 

I think it could be sold because 
the capacity of the United States to absorb 
feed grains is tremendous. A few hundred 
million bushels may sound a lot to us, but in 
the feed situation in the United States it 


does not loom very largé.s 
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MR, LUSSIER: On page 16 you deal 
with the incentive policies of various foreign 


countries, and says 


WNo doubt in part they are 
due to concern for the welfare 
of farmers; in part they arise 
from fiscal considerations, and 
the desire to protect exchange 


positions by limiting imports -- " 


It has been suggested in one previous 
brief, I think it was the Saskatchewan brief, that 
we should accept foreign money at its face value 
for our wheat. What do you think of that idea; 
would you-care to give your comments on that? 

MR. BROWNLEEs: We know that at the 
present time there are those who advocate two 
policies, one the acceptance of European currencies, 
and the other barter arrangements, as methods of 
disposing of our wheat, 

We do not discount these proposals 
entirely, We are inclined to think, however, that 
the extent to which we would get rid of additional 
grain would not be as great as many people seem 
to think, 

After all, you have to consider 
the particular country from the barter standpoint, 
For example, Argentina could get rid of quite 
a substantial amount of produce by bartering for 


automobiles from Germany; but Canada is a highly 
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industrialized country, and we have a very large 
working population, I am not at all sure that 
eastern Canada would take it kindly if we undertook 
to replace Ford and Chrysler and General Motors 
cars with the German car, 

In other words, looking at Canada 
as it is today, it is a great, industrialized 
country, and the first question that arises is, 
what are the products offered for barter, and 
what is the position from the finance standpoint? 

This is something that after all 
the finance minister would have to decide, Are 
wé in the same position as the United States, 
for example, which because of the ramifications 
of its policies and the fact that it is making 
provision for defence in various countries, is 
able to aecept local currencies? Are we in 
the same position to make use of foreign 
Currencies as they are? | 

I am somewhat doubtful, but we 
feel. that. is a hatkon that after all the 
government and its finance department must 

: AaNnSWer’. 

MR. LUSSIER: It has been suggested 
also that there should be two prices for wheat, one 
espns and one external, What do you think 
about that? 

MR. BROWNLEE: I think I answered 
that a while ago. Again, as far as our 


thinking is concerned, we do not turn our faces 
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entirely against it. On the other hand, we 
cannot see how Canada on the one hand can be 
urging upon the United States to change its 
policies with respect to selling wheat, and 
at the same time put into effect in Canada 
the same policies which they have adopted 
there. 

So we believe the safer approach 
to this question of finding markets in com- 
petition with the United States is to first 
direet our attention to an effort to get them 
to change their policy, to stop this practice, 
before we get into competition with them, or 
put ourselves in a position where, by adopting 
such a policy, we are out of court. 

As I say, it may be that we will 
have to come to that, The other thing we keep 
in mind is this, that after all, about 60 
Miilion bushels of wheat are consumed here for 
milling purposes. Supposing we had a twoe 
price system, under which 20 cents a bushel 
more was charged to the Canadian miller than 
the export price, If you calculate that only 
on the basis of about 60 million bushels, and 
then distribute that over the whole crop of 
western Canada, it does not mean very much 
per bushel to the western farmer, 

So, first because we do not 
think it offers relief to the western farmer, 


and second because we think it would be a bad 
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position to take at. the moment in our inter- 
national relations, we have been a little slow 
about advocating it; but we may have to come 
to it. 

MR. LUSSIER: It would mean 
dumping? 

MR, ‘BROWNLER: {Wella twoaprice 
system is not exactly the same as dumping, but 
it is something the same, after all. Dumping, 
after all,is pretty much a matter of selling a 
product for less than you sell it for at home, 

MR, STEWART: I have just one. 
question, I notice in your brief, Mr. Brownlee, 
that you have said nothing about soil 
conservation,. We have heard quite a lot about 
this. Does that mean you do not consider it 
a problem? 

MR. BROWNLEE: No, We are great 
believers in scil conservation, and as far as 
we are concerned we have not only endorsed but 
we have contributed by way of grants to 
universities and others who are engaged in 
studies leading not only to soil conservation 
but also better seeds, better plants, and so on; 
and we think that is highly necessary in the 
Canadian agricultural economy. 

MR. STEWART: Would you support 
the principle of paying the farmer to adopt 
conservation practices? 


MR. BROWNLEE: I do not know what 
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you mean by that, Dr. Stewart. If you mean, 
would we support the government in making 
grants, say, to take land out of crop, I have 
to say that we are not enthusiastic, In 191 
and 1942 we did that very thing in Canada, and 
you will find the whole record of it as to the 
acreage that was taken out by paying so much 
an acre, anda couple of years later greatly 
increased crops resulted. 

It did not do so very much harm 
at that time because of the great demand abroad 
for our grain. -But the United States have tried 
it. They have reduced their acreage, The 
difficulty is that the minute you try to 
persuade farmers to do that, by paying them 
or otherwise, you have the poor land taken out 
of cultivation and probably intensified farming 
on the remaining acres, and sometimes you end 
up with not much of a crop reduction after all. 

But I would suggest that possibly 
| later on this year, when we know what success 
| we are having with sales; when the wheat board 
and the government can probably assess better 
than they can now what the disappearance of the 
grain from western Canada will be, the 
government may decide that something of that 
kind is unavoidable for another year, 

MR. GRAUER2 On page 2 of your 


submission you say: 
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"A study of the records of 
bushels per acre since the 
beginning of the century will 
disclose no pattern which can 
be taken as a guide for forecasting 
production in any particular 


period," 


Would that imply that one cannot 
depend upon lean years be eventually take away 
surpluses? | 

MR. BROWNLEE: If it is of any 
benefit at all to your staff they will be able 
to get this material quite easily from the 
bureau of statistics; but we have it tabulated 
now, and we will be very glad, if it is any 
convenience, and if it will save them any 

trouble, to let you ise the figures we have 
taken off, going back a number of years. 

We have spent days studying ehoae 
records to see if we could find any pattern 
at all of what might be called a cycle, with 
one cycle following another, Unque stionabiy 
history shows that we will have in western 
Canada the lean years as well as the fat years, 
but we cannot find anything which defines or 
suggests what the cycle may be, 

When I tell you that ae own 
work as head of Gnited Grain Growers I have 


been laying my plans financially for the 
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last three years with the expectation that we 
were going to get back into the dry years, and 
I have completely miscued, We have found a 
succession of wonderful years instead, So 
you will see we have not been able to work out 
any pattern, 

You start with 1915, I think 
there is one mistake in our brief, when we 
say that was the highest yield, I think the 
yield in 1915 was 2) bushels per acre, We 
had a yield of 26 bushels per acre in 1952, 
but it goes down and up and down and Upe When 
you come to the thirties you have 10 years 
in which the highest yield per acre was 13. 
It went down one year to an average of 8 bushels 
per acre across the prairies, I believe in 
Saskatchewan it went down to something like 3, 
but it was 8 bushels one year for the whole 
prairies; so we had 10 years of wery poor 
Crops, 

Since that time the yields per 
acre have been much better. In the last 5 
years there have been | years of crops 
averaging over 20 bushels to the acre, and 
you will not find that record equalled 
since the beginning of the century as far 
as western Canada is concerned, 

Whether or not that is of any 
value at all, I do not know. 


MR. GRAUER: As far as wheat 
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itself is concerned, there is no problem in 


carrying it over for quite a long period of 
years, is there? 

MR. BROWNLEE: Oh, no. We have 
wheat today in some of our country elevators 
that has been there for 3 years, If it is 
in reasonably good condition when,.it goes into 
the annex or storage, it is preserved, We 
have to watch for mice and some insect 
permeation of that kind, 

The great danger, of course, in 
western Canada from a storage standpoint is 
when you get a crop such as we had last year, 
and in some parts of Alberta the year befo re 3 
that is with the grain very damp, having a 
high moisture content, that imposes a great 
responsibility on companies trying to take 
care of it. But if the grain goes in while 
it is in good condition it is easily carried, 
and does not present much of a storage problem, 

MR. GRAUER: Grain that is 
stored outside in this climate; does it keep 
quite well too? 

MR. BROWNLEE: Oh, yes, You 
will find many places, particularly in the 
south, with great heaps of grain, It has 
an amazing capacity to retain-its condition, 

MR. GRAUER: Under your proposal 
to get rid of the feed grain in the elevators, 


it would not matter much then, presumably, that 
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you would have capacity for the good grain. That 
is not the important part of the proposal? 

MR. BROWNLEE: The problem that is 
causing the farmer so much trouble is this. Last 
fall, for example, we had in our elevators 35 
million bushels. That means that nearly every 
elevator we have is filled to capacity. A lot 
of that grain is low grade. 

If I might use the expression, the 
pipe-line from the country to the terminal has 
been plugged with low grade grain. If we can 
get rid of that it wiil be all to the good, 
Incidentally, I think the wheat board must be 
making some progress, because within the past 
2 hours we have received shipping orders for 
a very considerable quantity of low grade grain 
out of cur elevators in this province. 

While in the over-all picture 
that does not amount to so much, it is going 
to help, It will allow the farmers to get 
their grain in and get the initial payment, 
and the financial problem which they now face 
will begin to ease off just in proportion as 
they can get their 2 to bushel quota in the 
elevators. 

You understand, of course, that 
what we call the 2 or l: bushel quota is 
estimated on what we call the specified acres, 
which include summerfallow, and that that may 


be equal to a four bushel quota, which could 


Le ae 
dad od “Boog “erit insane os jas” “avait a ue 
¢Leeoqorg ‘extd %o $reg diis¢ toaint odd te ts. 


oft STRIMWORS Si 
sermrret add nitlevas 
_ 


el tad? mefdoxg 
elduoxt 


Sead -seltit al 
2€ strodevele ny -oiqnaxe tol ,ffst 


{<c © 
— p s8l arpird aAoltritn 


Yieve yirthen Jad 
tof J Totavele 
nisatg tad? to 


I 
a 


72 onii-eqig 


Moret J 


need 


te treb tone” 
aoiwdse. 
trod #5 


Ttev 


ow tecdw 


edt feo ew tadw mo besemtis a 
bos ,wolisttemume ebslont dotdy 


. ; we 
tonup Leodenrditrot s of Laspe 


rd 4 By 


= 2ho9 = Mr. Brownlee 


be 18 bushels on the seeded acreage, 

MR. GRAUER: When you say that in 
the United States wheat has been priced out of 
the market as feed, does that open a market 
for Canadian feed grain or does it simply mean 
that they use altermative feeds? 

MR, BROWNLEE: They use alternative 
feeds. They have had a very excellent corn 
CLOP o 

MR. GRIFFIN: They had quite a 
good corn crop this year. One day on the train 
I met a California livestock feeder who told me 
the farmers in California were fattening cattle 
on potatoes, because they could no longer afford 
to buy the wheat from Oregon which they could 
buy formerly. 

MR. GUSHUEs I have just one 
question, In your organization I gather from 
the brief it is the feeling that currency 
considerations, convertibility and so on, have 
a great deal to do with the forced production 
of wheat in countries that would normally be 
purchasers, I think that is very plain from 
your brief? 

MR. BROWNLEE: Yes, we think 
that must be so, 

MR. GUSHUE: I take it from that 
that any relief by way of greater convertibility 
of exchange and so on would probably help the 


situation very materially in the long mn? 
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MR. BROWNLEE: I think so, 

MR. GUSHUE: It could be a good 
problem to attack? 

MR. BROWNLEE: We think so. 

THE CHAIRMAN: Well, thank you 
very much, Mr. Brownlee, We are most grateful 
to you and appreciate your contribution very 
much indeed, 

MR. BROWNLEE: Thank you for your 


kindness, sir. 
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THE CHAIRMAN: Mr. Munn, the 
president of Burns and Company Limited, will 
present a brief which we will mark Exhibit 65; 
and in doing so we will apologize formally for 
having kept you waiting so long, Mr. Munn, 

“MR. MUNN:: That is quite all 
right, 

THE CHAIRMAN: The situation was 
beyond our control. Will you proceed? 

MR. MUNN: Mr. Gordon and members 
of the commission, this brief is short, It 
lacks any statistics, but I have tried to deal 
with certain phases of the industry ina 
general way, which may promote some questioning. 

The meat packing industry is one 
of a "meat team" which consists of the producer 
of livestock, the processor and the retailer, 
Its chief interest lies with the producer and it 
is, therefore, closely associated with 
agriculture, It views with concern the 
increasing costs borne by the producer in the 
face of lower prices for livestock, 

The position of the mixed farmer, 
working long hours seven days a week, is far from 
favourable when compared to the urban worker who 
enjoys, in most cases, a O-hour, five-day week 
with increasing income. The oil industry in 
Alberta has benefited agriculture in a broad 
way and from a provincial point of view it has 


created wealth for building roads and financing 
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municipalities at low rates of interest, The 
individual farmer, however, unless he had the 
original oil rights on his land, has not reaped 
any material benefits, Even the casual observer 
ean discern that while the standard of living 

in urban areas has materially improved it has in 
the last two years declined as far as many 

farmers are concerned, Despite all the flowery 
speeches from the optimists about our other 
resources, agriculture is still the ma jor industry 
in the three prairie provinces and more people 
depend directly and indirectly on the land and its 
produce for a living than all those engaged in 
other industries, 

Marketing of livestock. By far the 
greater number of cattle in the west are sold by 
auction at public markets or community sales. 
This is a decided improvement over past methods 
as it enables all buyers to bid on all animals, 
Most hogs are shipped directly to meat packing 
_ plants by individual producers or farmer 
associations, All farmers to whom the press or 
radio is available can be informed continuously 
regarding livestock prices, There has been much 
controversy recently about livestock marketing 
boards, We do not wish to add to it except to 
say that in our opinion farmers should be allowed 
to market livestock in any manner that they wish. 

Some facts about the meat packing 


industry. Few types of businesses place a higher 
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premium on managerial efficiency than a meat 
packing plant. In a number of important respects, 
meat packing operations differ from the manufacture 
of more durable types of consumer goods, Meat 
is highly perishable and must be moved into 
consumption promptly to avoid the risk of loss 
from deterioration or spoilage, The packer has 
Little control over either the quality or 
quantity of his main raw material, livestock, 
which cannot be conveniently stockpiled like 
steel, wheat or other such products, It must be 
appraised, paid for in cash, converted into 
products which appear to have a ready market and 
then sold for what it will bring on a highly 
competitive market or, if absolutely necessary, 
held in storage for future sale, % requires a 
large capital investment in buildings and 
equipment to handle and process livestock 
marketings at their peak: and because marketing s 
vary greatly from one season to another, these 
facilities are not always fully used. The packer 
undertakes to buy all livestock that comes to 
market whether or not there is a ready outlet 
for the particular type of quality of meat. 

The profit steats industry in 
relation to sales volume is very small, probably 
the smallest of any industry, and only ae and 
rapid turnover allows the packer to live under 
such an extremely small margin, a margin which 


has virtually no effect upon the value of either 
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livestock or meat prices, The industry, therefore, 
serves both the producer and consumer efficiently 
and at a minimum cost, 

The future of the meat industry -- 
production, Further developments in scientific 
breeding and feeding will enable production to 
keep pace with the meat requirements of an ever- 
increasing population. This and the raising 
and feeding of livestock by individual producers 
on a larger scale should keep the cost of meat at 
a level consistent with the income of the 
average consumer. 

This country needs more stable 
production and consistent rather than seasonal 
marketings. In the past, livestock production 
has varied in volume depending to some extent 
upon the market for grain, The diversion of 
more grain and feed to livestock production is a 
partial answer to the present grain marketing 
problem, 

Markets. The most important market 
for the industry is and always will be the 
domestic market and prospects for greater per 
capita meat consumption are good. A steadily 
increasing population in Canada and the United 
States will provide an expanding market, The 
United States at present provides the only 
export market of any consequence, There appears 
to be no other important export market in the 


foreseeable future, Livestock and meat prices 
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in Canada are well above the level of world 
prices; and as this situation is likely to 
continue, overseas markets for meats, except 
under war conditions, appear to be a thing of 
the past, 

Processing costs. No appreciable 
change in output in pounds per man-hour is 
anticipated. Improvements brought about by 
the limited mechanization which can be applied 
in the industry will probably be largely offset 
by more expensive processing requirements. 

Greater standardization of product 
would help to minimize increasing operating 
costs, 

Packing plant facilities are not 
used fully except during short periods of peak 
livestock marketings and a more even flow of 
Livestock and increased production would 
materially reduce overhead and improve 
efficiency. 

In round figures, the producer 
receives 80 cents of the packers! sales dollar, 
while employees receive about 13 cents, The 
remainder, except for about 1 cent profit, 
represents the cost of operating, selling, 
depreciation, taxes, etc, 

Prepackaging, Many consumer 
packages of meat products are now produced in 
meat packing plants and there is an increasing 


trend in this direction. To produce a full 
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line of prepackaged products would require heavy 
capital expenditure on the part of the industry. 
Most plants are short of suitable working space 
and it is inconceivable that the work now being 
done in thousands of retail stores could be 
handled in meat packing plants without a large 
capital outlay for additional working space and 
labour-saving equipment. In theory the industry, 
using mass production methods, labour-saving 
equipment and being able to utilize to better 
value the residue -- such as the trimmings, 
bones and fat attendant to prepackaging operations 
86. could perform the service on a more economical 
basis, It would revolutionize the meat packing 
business, but if the consumer demands it the 
change will undoubtedly take place. 

selling and distribution. We 
ean visualize a revolutionary change in selling 
and distribution at some time in the future as 
this represents one of the packers! largest 
individual items of expense, The cost of 
Salesmen's salaries and travelling ercuueeaiene 
also delivery costs, are an important expense 
to all packers, It is particularly onerous in 
the prairie provinces where distances are great 
and population comparatively light. The time 
may come when all packers! products will be 
handled by one selling and distributing agency 
with one group of salesmen, In this case, the 


packer would deliver his products in bulk to the 
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agency which in turn, through its sales force, 
would be in a position to offer the products 
of all packers to the trade and make one 
delivery to each retail store. An important 
saving would result, but of course the 
individual packer would lose his direet contact 
with the trade and would have to depend largely 
upon advertising to obtain a demand for hig 
particular brands, 

Preservation of meat. A very 


great advance in the industry would be made if 


a means of preserving or of improving the keeping 


qualities of fresh meats could be evolved, It 
would materially assist the packer in dealing 
with a product that is highly perishable. No 
doubt eventually some suitable means will be 
found. So far this has been accomplished only 
by adversely affecting its palatability. 

MR. GUSHUE: i have just one 
question as to the trend to smaller packages, 
That has become very apparent in other 
commodities, has it not? Vegetables and 
fish are good examples of commodities being 
put out in very small packages, Do you think 
that will eventually have to be adopted in the 
meat packing industry? 

MR. MUNN: It is already on 
the way; very much so, and self service through 
chain stores has hurried that aiong. 


MR. GUSHUE: You have gone slong 
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with developments in other foods? 
MR. MUNN: I would not be a 
bit surprised if that is eventually the only 
way in which meat is sold in consumer packages, 
MR. GRAUER: On page 2 of your 
submission, in reference to livestock marketing 


boards, you say: 


"We do not wish to add to 
it except to say that in our 
opinion farmers should be 
allowed to market livestock in 


any manner that they wish," 


I take it you do not mean the 
individual farmer when you use the plural, or 
do you? 

MR. MUNN: I mean the individual, 
yes. This is only my own opinion, but I do 
not believe that 60 per cent of the farmers 
should decide what the other 0 per cent should 
do 

MR. GRAUER: That is what I 
wanted to clear up. I was interested to see 
that you believe that the prospects for greater 
meat consumption were good, We are always told 
that we are such heavy meat eaters. 

MR. MUNN: We are not as heavy 
meat eaters as some other countries; and price 
is a very important factor. The consumption 


of beef increased tremendously from 1952 to 195k, 
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as the price went down. 

MR, GRAUERs We can pull ourselves 
up by our own stomachs? 

MR. MUNN: I think by 20 to 25 . 
per cent, 

MR. GUSHUE: Have you the 
comparative increase as between Canada and the 
United States in regard to consumption per 
annum? 

MR. MUNN: The United States is 
a little greater than ours, 

MR. GUSHUE: About 155 pounds? 

MR. MUNN: Yes, something like 
that. 

MR. GRAUER: At the top of page 
4, or starting at the bottom of page 3, it is 
interesting to me to note that livestock prices 
in Canada are above world prices, but that 
Canadian wheat prices are apparently well under 
the internal prices in a large number of 
countries. 

I do not know if you can reconcile 
that. Take a country like Great Britain, where 
they produce fat stock; I do not know how they 
fatten their stock, Do they have two prices 
in Great Britain, one for domestic beef and 
another for Canadian or Argentine beef? 

MR. MUNN: There is a great 
variation in price there. They get their 


beef from the Argentine and Australia, their 
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pork from Denmark and other countries, all in 
the sterling block. Our prices are above 
theirs; and even if the floor price for hogs 
in Canada became effective, our pork would 
still be much more expensive than that of 
Denmark. 

MR. GRAUER: In so far as they 
use their own grain for fattening, it must cost 
them considerably more to fatten their own stock 
internally. 

MRs MUNN: Yes, it does, 

MR. GRAUER: On the question of 
the preservation of meat, with which you dealt 
in the latter part of your brief, one has read 
about the possibilities resulting from the 
splitting of the atom. They twve not progressed 
to any point that could be regarded as definite 
yet? 

MR. MUNN: No. They are working 
on that, but unfortunately I think the greatest 
value of meat is its palatability. I think 
there will always be a market for meat; people 
will always want it, but unfortunately what 
they have done so far in the use of atomic 
energy has ruined the palatability of the meat. 

THE CHAIRMAN: I thought there 
was some powder you sprinkled on nowadays to 
improve the taste. 

MR. MUNN: That does not 


permanently keep the meat. That is "Accent", 
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MR. STEWART: I gather from your 
statement at the bottom of page 3 that you 
believe the United States market to be a 
reliable market for livestock? 

MR. MUNN: I think it is a more 
reliable market for meat than it is for livestock, 
Canada can export in a specialized way. Normally 
we cannot ship hogs to the United States. We 
cannot at the present time: their market is 
very much lower than ours, At the same time 
there are certain cuts of pork we are shipping 
to the United States, and there are certain 
products produced from the Canada hog that are 
superior to the United States product, and we 
still export them, 

MR. STEWART: The reference to 
standarization on page l I presume does not refer 
to retail grading? 

MR. MUNN: That would be if we 
could put out that limited number of standard 
products. The demand from the consumer is such 
that I do not think standarization is possible, 

MR. STEWART: Have you any comments 
onthe problem of retail grading? 

MR. MUNN: Not feasible. 


MR, STEWART: On page 5 you say: 


"The time may come when all 
packers! products will be handled 
by one selling and distributing 


agency =-=-"" 
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Are you not afraid that might 
contravene some legislation now on the statute 
books? 

MR. MUNN: I think a person could 
put more than one interpretation upon that, I 
am not sure what my competitors would think of 
such a suggestion, but the position is most 
unsound at the present time in this country. 

At the present time in the west 
I suppose there are 6 packer salesmen calling 
on the retail trade. In a place like Toronto 
there will be 15, Think of the. time; that is 
taken up by these men calling on the trade. 

In the United States they are 
developing a group of jobbers who purchase from 
the packers and in turn service the retail trade. 
It might come in that form, I agree with you 
that perhaps it would not do for the packers 
themselves to have their agency, although I 
believe the breweries do, 

THE CHAIRMAN: It is an 
interesting thought, though, because as 
everybody knows a very substantial part of the 
consumer's dollar spent for any product goes 
into the cost of distribution; and certainly 
if ways are developed to reduce the costs of 
distribution, it will make quite a difference, 

MR. MUNN: Well, it is the only 
thing the meat packer can do to reduce the 


price of meat. 
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THE CHAIRMAN: What about your 
suggestion that in theory the industry using 
mass production methods and so on could perform 
the service on a more economical basis, but 
that this would depend on the consumer wishes 
in the matter. Do you think that is likely to 
happen? 

MRMUaN? «tes, 1) do? it- is 
increasing all the time. 

THE CHAIRMAN: Well, thank you 
very much, Mr. Munn. We are very grateful to 
youe We are sorry again to have kept you so 


late. 


---At 5230 pem. the commission 
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Friday, November 25, 1955. 


The commission resumed at 93:00 


Jeamno 


Appearances: 


Mr. Ben S. Plumer, president; 
for the Alberta Wheat Pool, 


Dre GeLe Burton, rancher, 


Mr. S.Be Slen, president: 

Mr, Omar Broughton, 

Mr. Ron W. Peake, 

Mr. Peter Jamieson, 
for the Lethbridge branch, 
Agricultural Institute of Canada, 


Mr, Charles Weir, Alberta representative; 
for the Edmonton and Calgary metal 
workers, international union of 
mine, mill and smelter workers, 


Mr, Travers Smith, 
for the Cardston and District 
Sheepmen's Association. 


Mr. E.A. Hutchinson; 
for the Calgary House Builders 
Association, 


Mr. GeE. Neilsnn, president; 

Mr. RW, Wadia; director of public 
relations 

Mr, Lawrence Wha Lee, vice ee 
and chairman; 

Mr. Arthur Knight, vice president 
in charge of sales; 

Mr. Powell, vice president, land 
and exploration; 
for Husky 011 and Refining Ltd. 


Mr. Kurt Magnusson, 
for Fogelvik Farms, Innisfail, 
Alberta. 
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THE CHATRMAN: Well, gentlemen, 
shall we come to order? Mr. Plumer, chairman 
of the Alberta wheat pool is going to be kind 
enough to make a submission to us, which we will 
mark as Exhibit 66, I may say that we are more 
than grateful to you, because we know you have 
other things occuping your mind at the moment, 
and this is not perhaps the most convenient time 
for you to be here, 

MR. PLUMER: Well, I am very glad 
to be here to make a submission on behalf on our 
farm people in Alberta, We are busy, all right; 
but never too busy to try to concentrate on and 
deal with the affairs of the Alberta farm people. 

I would like to say that at times 
like this I think it is especially important 
that everyone possible should learn something of 
the conditions that are facing sections of our 
agricultural population, because I think it 
gives a chance for all of our thinking to deal 
a little more intelligently with the things 
with which we have to deal, the problems we 
have to meet and the conditions we have to 
overcome, if we have an intimate knowledge of 
the conditions that have to be met by the 
people who are carrying on in this situation, 

For that reason I am very glad 
your commission is able to spend some time in 
western Canada and discuss with our people the 


affairs that we in particular face as compared 
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with other sections and older settled communities 
of the land. 

I should say that perhaps our 
situation just now is particularly difficult, in 
that we have some conditions that we have not 
had to contend with previously. We have been 
blessed with some large crops for a number of 
years, but due to changing market conditions we 
have found that it is not so simple to deliver, 
market and sell every bushel we want to dispose 
of . 

So with this temporary ‘congestion, 
at least, there are questions posed that we have 
never had before, at least not in my experience 
in western Canada, If we work through this I 
think we will gain a lot of experience and a lot 
of knowledge, and at least will have done 
something that no other generation of farmers 
in western Canada in any other decade, I will 
say, has ever accomplished, 

So I am going to offer to you 
gentiemen a brief comment here by way of a 
written memorandum that will be sort of a semi- 

. permanent pronouncement which you can refer 

to at Goan Tal aties and ere as you have 
time to. do so, In offering this brief I do 

80 with every expectation that your commission, 
while it will be fully occupied with so many 
questions that are going to come before it, 


will have time to igok at one or two things I 
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am going to try to emphasize a little more 
strongly, perhaps, than others, 

I am not going to try to make a 
general submission on all the problems we have 
to deal with because, as each of you gentlemen 
will know, that is a little beyond anyone's 
capacity. If we do one or two things well, 
perhaps we will make a contribution that is 
worth considering, 

The decision of the people living 
in the parts of North America under British rule 
to weld themselves into one nation led to our 
confederation and created Canada. The territory 
between the head of the great lakes and the 
Rocky mountains was then sparsely settled and not 
fully explored. Sovereignty over that great land 
area was vested in the Hudson's Bay Company and 
its claim to ownership was a subject of controversy. 
Canada made a decision, from which a great part 
of our development has since come, by electing to 
buy out that company's rights and make the lands 
the property of the crown in Canada, The 
Canadian government steadfastly refused many 
offers to purchase these lands in large biocks, 


made by speculators and non-residents, Argentina 


had sold out much of its Lands to such people and 


Canada was fortunate in profiting from the mistakes 
made there. In this country the homestead policy 
was adopted which provided that any person 21 years 


or over who was, or agreed that he would become, 
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a British subject, could file on 160 acres of 
this land and, after the performance of certain 
duties, become the owner in fee simple. The 
homestead concept was evolved by the government 
of Sir John A. Macdonald, and settlement followed 
at an increasing rate through the whole of the 
period of office of Sir Wilfrid Laurier, and was 
only brought to a halt by world war I. 

The men who took up the homesteads 
came mainly from eastern Canada but also from all 
over the world, They left homes, relatives and 
the comforts of settled areas and old cultures to 
face the open spaces, a climate hazardous for their 
enterprise and a marketing problem created by the 
fact that they had to have their products freighted 
hundreds of miles to water-borne transportation, 
as against a relatively short haul in other wheat 
exporting nations, 

The steadfast adherence by federal 
governments to the British principle that the land 
assets in this area should not be alienated to 
foreigners but only to subjects of the crown led 
to the ownershp of virtually all of the vast area 
of land set aside for homesteading, between the 
eastern boundary of Manitoba and the eastern 
Slopes of the Canadian Rockies, becoming invested 
in men who were, or became, citizens of Canada. 
Therefore when a bushel of wheat is exported and 
its price returned the money belongs to a citizen 


of Canada, nearly always resident in Canada, and 
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there is no remittance to foreign lands, and no 
upbuilding of foreign ownership of capital assets 
in Canada. This resulted in the whole of the 
increment in value that flows from development 
being vested in citizens of the country, and 

the proceeds of production, owned by Canadians, 
buys the products and expands the capital assets, 
Agriculture is not paying tribute to foreign land 
owners nor dividing the profits from its 
production with foreigners. 

While the bulk of the settlement 
had occurred when world war I broke out, a great 
expansion of seeded acreage developed during 
that conflict to meet British needs, Since then 
the agricultural industry of western Canada has 
continued to make progress in the face of the ups 
and downs of weather, war and world market hazards, 
The application of the principle of developing the 
ownership of these lands among British subjects has 
resulted in their producing in the past 10 years 
wealth that belonged to Canada, without any 
obligation whatever abroad, to the total of $10 
billion in grain alone, 

Over the period from the discovery 
of the Leduc oil fields until the end of 195, the 
farmers of the prairie provinces spent $14 billion 
doliars for farm machinery alone. That sum was 
more than was spent by all of the oil companies 
in the same period for oil exploration, and was 


almost as much as the amount spent for oil 
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exploration « ant production combined, 

Many of the settlers who came to 
the west to take up land relied on the Crowsnest 
- agreement as a continuing guarantee of a low export 
grain pate to offset the distance from markets. 
lance rates they enjoy today as an offset to the 
state -built and operated harbours, canals and 
waterways of eastern Canada which impose a oeiding 
on all freight rates there. Reference to the 
parliamentary debates in the late 1890's and early 
-1900's discloses that the policy of AieeL Te Rent of. 
thie prairie provinces was to provide in the west 
a population that would be a market for the 
industrial products of the east. How well this 
has succgeded is demonstrated by railway statistics. 


In the early years the freight movement in the 


west was 67 per cent grain and 33 per cent other 


‘articles, eee last your the figures were. 
“reversed. wer: 

| At. the time the settlement rush 
was getting inde’ way, in the 190-5 erop year, 
world trade in wheat totalled 589,000,000 bushels. _ 
Of that Russia and the Danube basin supplied 297 | 
million bushels, the United States 3 million and 
Cana da 20 million, The peak of Canada's wheat 
exports occurred in 1928 when une million bushels 

ara exported. 

: At «this point I would like to give 
| you a more intimate picture of our great western 


area and our marketing problems. 
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That portion of western Canada known 
as the prairie provinces is a region covering about 
three-quarters of a million square miles, with a 
total land area of approximately 52 million 
acres, of which it is estimated nearly 200 million 
could ultimately be used for agricultural purposes. 
At present the total farm area is about 123,863,000 
acres, the improved land 71,8),0,000,and the land 
annually seeded to crops about 6 million acres, and 
20 million acres is about the annual average eae 
summerfallow. This region thus provides 7.17 per 
cent of Canada!s total improved farm land and 73 
per cent of the nation's land which is under crop 
each year, The farm area of this western region 
includes one of the largest tracts of rich farm 
land in the wrld,. If Canada had a population 
five times its present size the prairie region 
would be able to provide it with an abundance of 
food. 

The problem of the west is markets 
for its produce, Some 16 years ago Hon. John 
Bracken, then premier of Manitoba, stated that 
in the prairie region there are 30 million acres of 
land devoted wholly to the production of farm products 
for export which, at that time, was equivalent to 
one-third of the improved acreage of the entire 
dominion, That land was brought under cultivation 
and wag utilized in the production of grains, 
largely wheat, for the reason that there was a 


keen international demand for these products which 
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the west was so well suited to produce, Western 
development in the main came about as the response 
of its people, its land and its climate, to the 
demands of the overseas markets, The agricultural 
development of the west as an exporting economy 
was responsible, to a large degree, for the 
industwialization of eastern Canada and the | 
increase in population there, 

Our farm people are in a dangerous 
economic position when so much of our acreage 
is seeded to crops that must find a market 
overseas, Increased Canadian population would 
provide us with more secure markets, Increased 
industrialism in our own area would bring about 
larger towns and cities here with more mouths to 
eat farm products, and that would save the west 
expensive freight hauls. Expanding industrialism 
and population in British Columbia would help us. 
We also need freer outlets to United States 
markets. 

The main expansion in western 
agriculture came in the early part of the present 
century. Then world war I broke out with an 
expanding demand and rising prices for wheat, 
The boom ended in 1920 and deflation set in. The 
price of wheat fell by $1.90 a bushel in three 
years and other farm prices fell in proportion. 
The industry was piunged into a depression, 

Even prior to the start of that 


war the farmers were discontented with the 
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operations of the speculative market but the 
1920-23 experience under such marketing conditions 
accentuated the feeling. 

Then came recovery and there was 
a fair balance in the world supply and demand for 
wheat until 1929, when the great depression 
started. The farm marketing companies, the wheat 
pools, were in trouble then and the late John I. 
McFarland, one of the nation's gutstanding and 
long-experienced grain and elevator operators, 
was appointed to conduct price stabilization 
operations. His was a federal government 
appointment and lasted from November, 1930, to 
November, 1935, It might here be mentioned that 
Mr, McFarland was previously, for many years, 
general manager of the Alberta Pacific Elevator 
Company and conducted that business with 
outstanding success, 

In his evidence given in 1937 
before Mr. Justice Turgeon, conducting the royal 
grain inquiry commission, Mr, McFarland covered 
his experience during those five years, He said 
that grain selling systems which had been 
developed and flourished in a world of comparative 
trade freedom and economic equilibrium had not 
been tested in a world of wheat surpluses, economic 
nationalism and self-sufficiency, In 1926 marketing 
and price-making systems were reasonably satisfactory 
except that short selling and gambling in the 


staff of life was looked upon with disfavour and 
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suspicion by many people, But the years following 
1929=30 progressively disclosed the effects of the 
growth of nationalism in the various importing 
countries until, and I quote Mr, McFarland, “it 
finally became impossible for an informed and 
unpre judiced person to continue to have 

confidence in a priceomaking system which was 
clearly inadequate and unsuited to such world 
conditions," 

Mr. McFarland bought wheat futures 
to maintain prices. At one time he had around 
150 million bushels under government ownership. 
But in the open market wheat went down to 39=3/8 
cents a bushel for 1 Northern at Fort William 
in 1932 despite his efforts. 

In view of the urgent demand from 
certain sources for a return to the open market 
today 5 it is interesting to regall Mr. McFarland’s 
testimony, 

| You gentlemen will remember some 
of the comments made to your commission before I 
came before you, and the suggestion that there 
are methods that can be uged which are better 
than the method presently used, and that the 
sooner we return to that system the better off 
we are going to be. The only reason I am 
offering these comments to you is that this 
man, Mr. McFarland, who had stich a wide 
experience and spent his lifetime in the grain 


business before he was appointed by the 
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government as a price stabilization officer, in 
giving his experience I think sort of provides 
an expert opinion on what we might expect. That 
is the only reason I am quoting. this to you, 


Let me quote one paragraph: 


"I refer you to December 
16, 1932, on which date No. 1 
Northern cash wheat closed at 
39 3/8 cents on the Winnipeg 
exchange, It is needless to say 
that was the lowest price ever 
recorded, That price was | 
equivalent to about 22 cents for 
farmers’ No. 1 wheat at country 
elevators, 6x that date the 
dominion bureau of statistics 
showed Gandhi guee ite. in 
store in ali positions at 
236,877,000 bushels. On the 
same date the quantity of wheat 
and options owned under 
government guarantee was 
151,376,000 bushels, Deduct that 
from the total supply and there 
was left 85,501,000 bushels or 
only 36 per cent owned by ail 
other owners of wheat, The price 
was 39 3/8 cents delivered at Fort 


William and the system which is 
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claimed to be so essential to 
carry the hedges on sales of 
farmers! wheat was only 36 per 
cent effective, That is to say, 
if all the farmers had on December 
16, 1932, sold every bushel they 
delivered to country elevators, 
and if the farmers, the general 
public and the so-called "moths" 
did not then own any contracts 
whatsoever in the futures 
market, then the professional 
speculators and the organized 
grain trade of the whole world 
could claim credit for carrying 
the hedges on only 85 millions 
out of 236 millions, Only 36 
per cent effective in the 
darkest period which ever 
confronted the grain producers 
of western Cgnadal However, 

the cold fact is that the system 
was less than 36 per cent 
effective, for it must be 
admitted that the farmers had not 
sold all the grain they had 


delivered." 


Mind you, those are his words, not 


I am relating Mr, McFarland’s 
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experience because I understand that spokesmen 
for the open market informed you that unless 
that system of marketing is restored we are 
going to have wheat gluts and marketing problems 
for 25 years to come. Now, we in the organized 
farmer movement who oppose speculative grain 
marketing might be considered prejudiced to an 
unwarranted degree. Mr, McFarland was a grain 
trader and his opinions, gained from actual 
experience, should bear weight, Mr, McFarland 


said further, and I quote: 


"Despite all arguments to 
the contrary, the records prove the 
futures system failed to function 
as a hedge carrying device, It 
had already failed in performing 
that essential service, and 
when it fails to render hedging 
service it would seem to me that 
system has no.other merits to 


warrant its existence," 


Such was the constant theme of Mr, 
McFarland'g evidence. He repeated it time and 
again. One interesting part of his testimony was 
what happened from March 15 to July 31, 1935. He 
related: 
"In April, the peak of the 
short interest was 12 million 


bushels, in May, 27 million, in 
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June 26 million and in July 

29 million. That meant the 
government holdings in July, 
1935, exceeded the total 
Canadian supply by 29 million 
bushels, Therefore, my 
experience has shown the 
speculative element carried much 
less than 36 per cent of the 
hedges when the ~price was under 
hO cents in December, 1932. On 
the other hand, in July, 1935, 
when the price was 80 cents they 
(the speculators) had not only 
retired from that essential 
function but actually sold some 
29 million bushels which they did 
not own. They were short, They 
were inimical to the best interests 
of this country, Could there be 
anything more inconsistent and 
“incongruous than a government 
supporting and encouraging 
production and then gepending on 
speculators and gamblers to 
establish values by buying long 


and selling short," 


Mr. McFarland insisted that no 


marketing system could be charged with the 
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responsiblity of increased carryovers of wheat. 
He said that big crops throughout the world were 
responsible, He predicted that a series of short 
crops would bring about a balance, and this 
occurred in 1936 and 1937. But he warned of the 
probability of a recurrence of wheat gluts. He 


said, and I quote: 


"The open futures market, 
especially in times of abundance, 
is a valuable asset to an importing 
country such as Great Britain, for 
there the home producer is 
subsidized and cheap wheat is 
beneficial to consumers. On the 
other hand, any system which will 
not tolerate a generous world 
supply and has no facility to 


either hold or remove the excess, 


thus indiscriminately and ruthlessly 


forcing farmers out of production 


in order to effect a balanced world 


supply at a later time, is inimical 


to the welfare of a country such 
as Canada where the farmers are 


not subsidized," 


In 1935 the federal government passed 


legislation providing for the setting up of the 


Canadian wheat board. The act contained a provision 


which empowered the board to handle the sale of all 
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wheat entering commercial channels in the prairie 
provinces, That provision was not put into force, 
however, until September, 193. 

In the previous years the board 
provided an alternative method of marketing, 
available on a voluntary basis to the wheat 
producers, In the 1935-36 crop year it set an 
initial price for wheat delivered to it of 874% 
cents a bushel, That price was higher than the 
prices provided by the speculative market and 
higher than the prices received for board sales; 
so the board got the wheat, and the loss during the 
year was $11,858,10).18, 

Mr. McFarland had previously 
predicted that prices would not recover until crop 
failures throughout the world brought an expanding 
demand. Such occurred in 1936 and 1937. In the 
1936-37 and 1937+38 crop years the wheat board set 
an initial price of 87% cents a bushel to be 
effective only if the price on the speculative 
market closed below 90 cents, This did not happen 
in either crop years and very nominal amounts of 
grain were delivered to the board, 

In the spring of 1938 the Turgeon 
royal commission, referred to previously, brought 
in its report on grain marketing and recommended 
that the government should not interfere with 
operations of the grain exchange except when 
emergencies arose, It wasn't much longer than 


a few months before such happened. A big world 
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wheat crop was produced in 1938 and prices started 
downward, It was intimated that the federal 
government would lower the wheat board initial 
price to 70 cents or even 60 cents for No, l 
porthern wheat at the terminal. It did drop the 
initial price to 80 cents, Alarm spread 
throughout the west and Hon. John Bracken, then 
premier of Manitoba, called a conference of 
representatives of farmer organizations, the 
grain trade, the grain exchange, boards of 
trade, universities, governments and business to 
consider the problem and discuss ways and means 
of averting a disastrous situation. Said Mr, 


Bracken: 


"The price of wheat in Canada 
has dropped to less than half of 
what it was a year ago, As a result 
this year's Canadian crop, which is 
twice as large as it was a year ago, 
will bring on the open market some 
$30 million less than that of a 
year ago. The economic consequence 
of such a disastrous fall in prices 
was recognized by the federal 
government and it therefore 
guaranteed a minimum price of 80 
cents for wheat delivered at Fort 
William. This means that after 
freight and other charges are 


deducted the average price received 


po eS Le 


divest s eA - +B Ort 4 2 aew dt J mefs 


See ae 


‘etave or 


en ‘bee ever enuve5ifne inidene ale 
wi bis2 no Bande auonteseth 8 ll 

3 A ‘viel fey) 4 a: wh sretoate i? 

abana) nt taeiw to eotsq edt 


is + 


“Yo Yeri arectd eset of beqqorb sad | 


et dotetw zor9 na Eb ected etmesy. ald? 
<ORS 1a0t 8 Baw tt na catal ee oie ie 

emo B J extrem mogo: edd no aniad [liw 

sp to dadt edt seel nollitm 084 

sormempermoo otmonoos ant O38 «ROY 


eeolrg at [fet exouluseth 2 dove to 


faxrebet oft td hesinyooet Baw : e 
: exoteredt Ji bas dmemarteveg Z 
08 to sotig mumtatm s beetnstauy - 


trot ts hevevifeb deedw tot atmes 
cette tacit erpem eldT meliltw 
ets eenisdo tedto baa ¢datert ) aa 


bevisset otiaq ogsievs edd betsitbed 


ie ai ~ So 


= 2hh2 = Mr. Plumer 


by the western farmer for the 
average grade will be about 55 


cents a bushel," 


As a result of Sper ne ene made 
to Ottawa by the Bracken gathering, the initial 
wheat board price was maintained at 80 cents and 
the board loss was $61,525,691. The next year 
the initial price was 70 cents and the board's 
loss $8,226,850.10. It will be observed that in 
the years the board and the open market operated 
side by side, the board got the grain when the 
market dropped and sustained losses, paid by 
the federal treasury, of over $81.6 million, In 
the years when open market prices were higher 
than the initial vida na payment, the board got 
very little grain delivered to ite In an 
address delivered by John I. McFarland-inalgary 


in November, 1936, he stateds 


“We have now in operation 
in Canada two systems which are 
in open conflict with each other 
and the fact is they cannot for 
long live together...The hoard! s 
power to buy wheat is confined 
entirely to wheat entrusted to it 
by producers only. Under certain 
circumstances the farmers might 
deliver very little wheat to the 


board or they might deliver all 
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or nearly all they produce, 

That uncertainty will prevent 

the board from planning its 
operations ahead. Its staff and 
facilities should always be 
adequate and in readiness to 

take delivery of possible large 
volume and if the volume received 
is small the expense of operation 


will be out of proportion, * 


Lowering the price of wheat will 

not necessarily enlarge exports. That was definitely 
established during the depressed years of the early 

1930's, when Canadian wheat touched bottom price 
levels. To protect domestic growers the German 
government raised import duties on wheat to $1.65 
a bushel and compelled German flour mills to use 

80 per cent domestic wheat. France established an 
import duty of 8 cents a bushel and forced 
domestic mills to grind 97 per cent domestic wheat, 
Italy raised its import duty on wheat to 85 cents 
a bushel and paid domestic growers a price over 
double that prevailing on the world markets, Many 
other nations established similar policies, 
Consumption of wheat is relatively gene Menage 
year to year and human beings consume little 
more when the price is low than they do when 

it is high, 
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interesting comment to me was a statement in 
the report to the nation made by the President 
of the United States, I think it was a year ago 
this past spring or perhaps last spring, when 
he said that the wheat consumption of the people 
of the United States now is no higher than it 
was lO years ago, Certainly that was an 
interesting statement to me, indicating that 
perhaps the eating habits of the nation had 
not changed, and that they eat more vegetables 
and meat than wheat. I suppose that helps 

the meat producers, 

It -is interesting to note that early 
in Canadian history, in the regime of Prime zn 
Minister Sir John A. Macdonald, European wheat 
importing nations were imposing tariffs against 
the threat of low-priced wheat imports from North 
America, 

We find, too, that during that 
period of excessively low prices around 1932 and 
for months afterward, under these conditions I 
have spoken of, when many of our former buyers 
were protecting their growers against our cheap 
Canadian wheat, they were more concerned with 
the low price than they were usually concerned 
when prices were higher. It was not a question 
of protecting themselves against high price in 
wheat; it was mostly protecting their growers 
from ruin through: low priced wheat from North 
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In the past five years our region 
has produced an average annual wheat crop of over 
500 million bushels. That is 150 million bushels 
above the long~time average, Good weather conditions 
was the main reason for the large production. But 
other factors include the extensive mechanization 
of agriculture, the use of herbicides for weed 
destruction and chemicals for pest destruction, 
and the development of grain varieties whieh 
resist infections and others which are early 
ripening. Then there is the..constant urge to 
produce to the Limit, which increases as prices 
fall. Surely governments must assume a responsibility 
in providing some degree of protection in marketing. 
It was with that expectation that our wheat growers 
submitted to ceiling prices below value during 
and after world war II. 

Might I say here that as a member 
of the negotiating committee that attended in 
London during the negotiation of the first world 
wheat agreement, I remember distinctly two days 
when we were in London that the market price in 
Chicago was $3.10, while our price in Canada was 
$1.55. So we think we have some basis for our 
suggestion that we should have some protection 
during a period of possibly ruinous prices, 

I have gone to some length to give 
you some past history of grain marketing in, this 
part of Canada, I have done so because the future 


of our major industry, grain growing, depends on 
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developments along that line. And the future of 
the prairie provinces is so wrapped up in this 
matter that I believe you must give grave 
consideration to it in your deliberations. 

While our region was in poverty 
and depression during most of the 1930's, its 
contribution during the war years was of vital 
importance in assuring ultimate victory. Some 
880,000,000 hushels of wheat were supplied to 
Great Britain and allies during world war II, and 
most of the immense quantities of other food 
products shipped to the mother country from Canada 
came from the prairie provinces. Such included 
over 2+ billion pounds of bacon and pork and 197 
million pounds of beef, besides other agricultural 
products. 

As an aid to eastern Canada and 
British Columbia to maintain their agriculture, some 
36 million tons of feed grains have been shipped 
“from the prairie provinces under the government 
. freight assistance policy during the past ll years, 
Without that supply being made available agriculture 
in those regions would have been depressed due to 
higher feed cost and competition from cheaper 
production areas, Food prices to industrial 
populations in those areas would have been much 
hicher, 

Looking to the future I am not 
despondent about our industry and our part in 


Canada. After all is said, food is the most 
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important product because mankind cannot live 
without it. If the prairie provinces were not 

an integral part of this dominion I believe Canada 
would be a much poorer nation, 

Technological developments of ail 
kinds, along with changing habits and thinking, 
indicate that agriculture must be prepared to agree 
in the not distant future that the wheat we market 
in even larger quantities than in past years may 
be produced by a lesser number of farmers, and while 
we may not need so many grain farmers we may very 
well find that a larger number will be required 
to furnish the food products needing more detailed 
attention or more cultivation, 

A very definite possibility may be 
that some of our farm boys will decide to help 
supply Canada with fats and oils produced from soy 
beans and other oil producing seeds, rather than 
the system used by their fathers by way of the bale 
of hay and milk pail method, 

During the next 50 years prairie 
acres will demand protection if we are to avoid 
dust bowl conditions on the huge expanse of open 
prairie stretching from the Rockies to the great 
lakes, We cannot rely entirely on commercial 
fertilizers for plant food, We will sow clovers 
to feed our soils and grasses to keep them at 
home » 

Moderately priced fuels, along with 


the general development in all fields which goes 
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automatically with the building of a new country, 
will bring us increased industrial development; 
and with present-day techniques it will bring 
that development much faster than similar 
development came on the other side of the world. 

I submit that food is the scarcest 
of all vital commodities in the entire world, 
There are too many hungry people for us in Canada, 
where food is in superabundance, to be complacent. 

I believe that the top six inches of soil in the 
prairie provinces is the greatest asset Canada 
possesses, and that our region here in the west 
is destined to fill a place of increased 
importance in the economy of Canada and of the 
world in the long years ahead. 

I thank you, sir. 

THE CHAIRMAN: Thank you very much, 
Mr. Plumer. 

MR. GRAUER: Mr. Plumer, on pages 
8 and 9 you indicate that Mr. McFarland pointed 
out that short years would be necessary before 
the situation could be cured in regard to the 
collapse in prices of the thirties, Leen 
your opinion that some similar situation may 
exist -now? 

MR. PLUMER: That 1% can exist 
in the future, you mean? 

MR. GRAUER: Yes. 

MR. PLUMBER: It can very easily 


happen, In 1937 Saskatchewan, with a sown acreage 
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15 million acres, produced about 37.5 million 
bushels, or an average of 24 bushels to the 
ACT» 

MR. GRAUER: Do you see any hope 
if we do not have short crop years for, say, 
five years? 

MR. PLUMER: Well, I would hate 
to suggest that farmers are going to have to be 
starved off the land before we will have decreased 
production, but I certainly think that with the 
changing attitudes of our people nowadays, our 
farmers do not intend to plow and harrow on foot 
as they used to do. A great many of our boys 
and girls expect that farms will be mechanized 
and that their lives on the farms will be as 
happy as they are in the industrial sections, I 
am quite certain that if they are not, our boys 
and girls in large numbers are not going to stay 
there. 

So, as I mention in my paper, I 
think there will be fewer farms growing grain. 
There will be more farmers, I think, growing 
meat products, a little higher priced food and 
a food which is bought in larger quantities 
when people have plenty of money. 

With the conditions we have now, 

I do not think we will go back very far, and 
I do not think we will have the situation such 
as I saw in Ottawa a few years ago, when quite 


a large group of women took a papier mache cow 
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down the streets of Ottawa protesting against the 
high price of beef, 

When people generally have, I will 
not say plenty of money but fair amounts of money $ 
when they are able to earn fair amounts of money 
and when they are not so seriously pressed for 
money with which to buy food as they are when 
economic conditions are not so good, that situation 
does not arise, I think we are going to find 
that as western Canada gets older, we will have 
amore balanced agriculture, We are going to 
have more grasses and clovers grown to hold our 
soil and replace a lot of the material that has 
been taken out during the last 50 years, since 
it was first broken, to avoid the possibility of 
dust bowl conditions such as they had in the 
United States so badly, and of which we had a 
fair amount also, 

So I think our production is going 
to be better balanced; and while we may not 
export any more than we have exported in years 
gone by, I think we will sell as much. We 
have fond during the past five years especially, 
when it has been difficult to market ou¥ 
products, that we have been able to market fair 
amounts of grain, even with the competition we 
had to meet, I would say that was due largely 
to the quality of our grain. 

We are now faced with a type of 


competition, as you gentlemen well know, which 
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it is almost impossible to meet. We have the 
ability of the United States treasury to 
subsidize their exports to any point they wish 
to send them. We have the United States with a 
larger population, and with all the other 
advantages as compared with our Canadian 
population and:our ability to subsidize, even if 
we wanted to. We could not hope to enter any 
price war in trying to market Canadian grain. 

We have not only found that it 
was difficult to market and export, We have even 
found it difficult to ship, I do not know 
whether I should suggest that our box car 
situation is inadequate, because I know orders 
have been placed for further supplies of cars? 
but it has bsén difficult enough to ship during 
the past year or two owing to the demand for 
box cars from all sections of our industry. 

We have had, as you know, some 
very pointed suggestions made that our grain 
rates for export in western Canada are too low. 
Those rates are based on an action taken by 
the dominion government and maintained by that 
government for a very definite reason, as J 
state in my paper. That reason is that we 
have to meet long hauls to seaboard, If we had 
to pay the freight rates that are paid on other 
commodities for similar distances, our wheat 
could not begin to enter into competition with 


other wheat, 
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We have not felt that it was 
necessary for our grain rates to be raised to 
the point they may have reached across the 
United States border, for the reason that as 
yet we have not been convinced that our grain 
rates are not compensatory. We believe that 
with the type of country over which our grain is 
hauled, and the manner in which our grain is 
moved, with large, solid train loads of grain 
moving across the country, that our grain can 
be moved and is being moved certainly not at a 
loss, and that the railway companies are still 
making money on the operation of moving grain, 

So we have both niarketing and 
transportation problems, and we certainly hope 
that in your deliberations your commission will 
keep all these matters in mind, 

We hope that in any comment you 
may make, you will appreciate the position of the 
western grain farmer, who for many years to come 
will have to carry on largely a grain operation, 
even though his grain growing areas may be 
operated not entirely as mixed farming operations, 
but with a fair amount of reseeding to grasses 
and clovers, We-think we can afford to do that 
and still grow grain, because we have a type of 
grain that I think can be marketed, as it has 
been, in the face of competition from almost 
any part of the world. 


MR. GRAUER: In your opinion, Mre. 
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Plumer, based upon your experience, is there any 
period of years during which you can say we are 

almost bound to have some bad years; or is that 

a@ wide open question? 

MR. PLUMER: I would say there is 
no one who can make a prediction as to what our 
weather cycle may be. In my experience this is 
the first time that western Canada has ever had 
more than two large crops in succession, We 
had such crops in 1915 and 19163 we had them in 
1927 and 1928, I think 1932 was largely a single 
large crop year. We had another large crop year 
in 1942, and then we started with this cycle which 
has carried on for the last five crop years, with 
a pretty big crop every year. 

As you look at the worla 
production for the last five years, practically 
every other country has had the same experience 
we have had, The production has been above 
normal, We have the machine techniques and the — 
assistance that has been provided to many 
European countries and other countries under 
various plans, many of them being supported by 
the United States and Canada such as the 
Colombo plan operation and that sort of thing, 
whereby the production in these former whe at 
importing countries has been raised to the 
point where they are now in competition with us 
in trying to market their wheat, 


So.this difficult marketing condition 
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has been caused by a number of factors which 

it is not so simple to change, either, because 
you cannot take away from these people their 
tractors and plows and clutivators and binders, 
When I was in Britain in 19416 and 19h7 it seemed 
to me that there were more new tractors and 

farm machines in the fields in Britain than there 
were in the fields of ‘Alberta, most of them with 


brand names from the North American eontinent, — 


So these conditions have been caused in part at 


least by a desire on the part of the wealthier 
nations to assist, as well as they could, people 
who had suffered more from the war than the 
North American continent had suffered, and who 
found themselves sometimes in pretty difficult 
circumstances, We wanted to help, and weeaid 
helps but we have found that it has caused some 
complications, We are trying to carry on in ~ 
that situation, even though we find that some. 
of the difficulty under which we have to suffer 
has been caused by our own actions, though 
certainly taken with the best intentions in the 
world. 

MR. GRAUER: It has been suggested 
to us a couple of times that there should be | 
some sort of social security system or provision 
for the wheat farmers; and the analogy has been 
used of the industrial workers, of course; that 
unemployment insurance does provide some securi ty, 


largely by payments made by the employer and the 
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employee, the principle being that in good years 
this fund builds up and in bad years funds are 
paid out. 

Do you see any scope or any field 
for such a system with respect to the wheat . 
farmer? 

MR. PLUMERs Well, certainly we == 
and when I say “we" I think many of our farm 
people generally have recognized this condition, 
and we would like to avoid having too many of. 
our young people move over to the cther sids 
because of this sort of income guarantee, But 
we do not believe we have a plan to suggest that 
we could expect to work yet. 

MR. GRAUER: I notice that on page 
12 you refer to the high wheat price years, during 
which the wheat growers took ceiling prices, I 
suppose there would be no assurance about enough 
of these high price wheat years, during which a 
fund might be built up to offset your low price 
years? 

MR. PLUMER: I doubt whether it 
gould be definite enough, or adequate, to 
accomplish what we would have in mind, 

Austrailia, as you know, has attempted to do 
something along that line by withholding something 
from the larger crops and something from the 
Peiee: to hold up an average, We have dons 

that to some extent through whatever contribution 


the dominion government has made to the wheat 
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farmers, in view of the fact that our wheat 
prices were very moderate during other years 
when other countries were exporting at higher 
prices, Right now those other countries are 
still exporting, and in fact there are only 
three countries in the world that have wheat 
prices anything like ours, Those countries are 
Australia, New Zealand and Canada. The rest 
of the countries all have prices of about $2, 
with a very substantial government guarantee, 
in most cases, as you probably. know, 

MR, GRAUER: Thank you very much. 

MR, PLUMER: I thank you, gentlemen. 

THE CHAIRMANs I have one guestion 
i would like to ask, Mr. Piumer, On page 12 you 
point out that while good weather conditions were 
the main reason for the large production, there 
are other factors which have to be taken into 
account, including extensive méchanization and 
the use of herbicides and chenicals, and the 
development of grain varieties that resist 
infection, and so on, 

I gather you think that cover a 
period there will be either a trend into more 
mixed farming, with greater production of meats, 
or a trend from the farms to the cities by 
younger people seeking industrial employment, 

What I wanted to ask you was 
whether you think there should be any incentive 


or bonus arrangement to the farmers to reduce their 
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production of wheat, I am not talking so much 
in regard to the present surplus, because I do 
not think that is a problem which this commission 
should concern itself with, But we do have the 
question of periodic surplus conditions, and 

that is something we believe we should think 
about for the future, 

MR. PLUMER: May I. take the © 
opportunity to suggest, sir, that we may get. 
some interesting experience from the proposals 
that are being made south of the border just now, 
as to their immediate future, 

May I illustrate one of the things 
I have in mind when I speak of the use of 
herbicides for weed destruction, My farm lands 
are at Bassano, which is in an irrigation block 


set up by the Canadian Pacific railway many years 


agoe I have one of the most westerly farms in 


the eastern section, and it is on the western 
edge, I would say, of the drybeit, the drough 
area, within Sir John Palliser's triangle that 
he set up many years ago, after he made his 
observations as to sil conditions and so on, 

I have been growing crops there 
for the last 4 years, and have watched them 
grow. In many cases we had nice crops that came 
along early in the season. The erops grew to 
a nice height, until they could have been cut 
with a combine, such we use now: and then in 


1914 we saw our first Russian thistle come into 
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the country. Where it came from I do not know, 
put it is a very rapid growing plant. If any of 
you men ever lived on a farm in the dey days you 
will know something about itg. 

I have grow. hundreds and thousands 
of acres of pretty fair crops, which would be 
8 or 10 bushels to the acre, with which we could 
have got by; but we did not get them. 

Those crops fron oeoterts 20 or 
22 inches high, and we could have cut them with 
a combine; but those Russian thistles were coming 
up in the bottom, Before that would get ripe 
we would have a zouple of showers, and the thistle 
would come up within probably 2 inches of the 
heads of the wheat, so that when we cut that wheat 
with a binder, as we did then , we had to cut some 
of the top of the Russian thistle in order to hold 
the wheat together, because the wheat was just 
like tooth picks nd you had to have scme of this 
weed stuff to hold the bundles together. 

Well, we tisd them, snd we dumped 
them off amongst a solid mass of Russian thistles 
as high as a binder cut, usually about 10 inches 
These thistles were a solid mat over a 160 acre 
fieid or a section, or whatever it was, snd those 
bundies fell 6m them and when you picked them up 
the bottom fell out, because they had shrumk so 
much, and a lot of the Russian thistles fell out 
and so did the wheat, so you had a hen's nest 


around every bundle, 
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Then you had your stooks put 
together, and the threshers came along with the 
bundle waggons, and men were picking up these 
bundles from the stcoks, and every time they 
picked one up they lost some of the wheat, You 
could not pick them up with a fork, because 
it was like trying to pick up a mess of haywire, 

So we lost about half our crops 
say a 10 bushel crop was cut down to probably 
h or 5 bushels. 

Nowadays we cut these crops with 
a combine. We go over the fields when these 
showers came along and these thistles are in 
the bottom. You do not notice them at the time 
particularly; they will be probably 4 or 5 inches 
high and they do not lcok very dangerous, but you 
go over them with wheat sprayers and you do not 
kill them but you paralyze them, and they kind 
of turn downs; so as you cut that field with a 
combine you take off the heads and leave the 
‘thistles and save the wheat. 

That is why I say we are not going 


nh 


fH 


to have the total failures that we have had 
years gone by, when some farmers found themselves 
in the hole at the end of the year, It is that 
type of thing I have in mind when I suggest that 
we are not going to have the crop failures we have 
had in past years, when we did not have the tools 
to Work with that we have now. If any of you 


gentlemen owned a farm in western Canada, you will 
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know what I am talking about. 

THE CHAIRMAN: Thank you very much 
indeed. 

MR. GRAUER: Might I ask just one 
question. On the subject of comparatively 
free marketing versus the controlled market, you 
quote quite extensively from Mr. McFarland, You 
do not say so specifically, but I take it that 
your pool supports comprehensive controlled 
marketing, such as is presently carried on, f 
think you say so quite specifically? 

MR. PLUMER: We support absolutely 
the Cmadian wheat board type of marketing as 
against speculative marketing that we had for 
so many years. 

THE CHAIRMAN: Thank you very 
much, Mr, Plumer. We are very much obliged to 
Joule 

MR. PLUMBER: I certainly wish 
you gentlemen all the best luck in the world. 

I know you have an arduous task to perform, and 
I hope your health and your patience iast 
Caruuste the ordeal. 

’ THE CHAIRMAN: Thank you very 
much; we will certainly need the iuck and the 
patience. 

MR. PLUMER: I would like to 
stay and listen to the rest of the session, but 
I have other fish to fry, as you know, so 


perhaps you will excuse me. 
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THE CHAIRMAN: Now, Dre Gordon 
Burton. 

MR. BURTON: Mr. Chairman and 
gentlemen, I should like to thank you very 
sincerely for the opportunity of appearing before 
you this morning; and I must apologize for the 
shape in which my brief appears. It really is 
not an appropriate document to place before such 
a distinguished group as this, My only excuse 
must be that every time I went to work on this, 
my cows demanded some attenti on; and IT have 
learned that if I do not 1ook! arter them, they 
are not likely to look after me, 

IT am somewhat at a loss for a 
title for the.remarks I wish to make, but they 
are directed largely at the future of the livestock 
industry, and livestock mrketing: and I should 
like first of all to draw a comparison between 
the method by which we are marketing grain in 
western Canada and the method by which we are 
marketing livestock. 

y, As you gentlemen are well aware, 
we have a system of state trading for grain, a 
system in which grain entering into commercial 
channels must be sold to the Canadian wheat 
board at.specified minimun prices, A one 
year pool is subsequently carried out, and any 
additional receipts received from the sale.of 
that grain are prorated back to the people 


delivering it, On the export market the Canadian 
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wheat board sells grain for the best price 
available, and our export markets are literally 
all over the world, 

When you turn to livestock, yeu 
find that we have an open market, where individuals 
compete with each other for the livestock,and 
thereby establish a price, Our export markets 
for livestock are very limited indeed, and they 
have dropped off during the past year, the 
reason being that the price we have received for 
livestock here in Canada is, I believe, at the 
moment the highest to be found anywhere in the 
world. The United States price has recently 
declined, which means that we are consuming 
almost all of the meat we produce, and price is 
equalizing supply and demand, 

Incidentally, take lamb, for 
example, Our lamb is selling at from $15 to 
$46 at Calgary, live, which with a dressing 

See oe of 50 per cent means the lamb 
carcasses are selling at around 35 cents. Our 
packers can buy and are buying lamb carcasses 
in New Zealand aie trea 90 to 22 cents, and 
they can bring them in here at somewhere near 
5 cents a pound, which means they can import 
lamb to undersell the domestic producer, 

I think our grain marketing 
policy is having a pretty direct effect on the 
livestock industry. From reading the news- 


papers I know that several witnesses before your 
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tents eit have suggested that we should have 
a bulked et system for grains that is, with a 
price on the domestic market for the 60 million 
odd bushels which are sold for human food, which 
should tie dite hb é Hier? ecbive vats with the 
pricey of other products, whatever that may | 
be, and that ne Hore aved returns would then 
be prorated back to the producer, 

: che I suggest, gentlemen, that at 
the present time we do have a two-price system 
for grain. oe the Clare sholm area, I can 


2 wheat for livestock feed for about 70 


buy Noe = 
cents a bushel? anat believe the Canadian wheat 
board is offering that wheat on both the export 
and domestic markets at somewhere around $1.70 
a bushel. 

nie reeEon farmers will sell wheat 

for 70 ¢ents a bushel is that there are rigid 
delivery quotas. They need cash, and they cannot 
sell their wheat to the elevators, 

' The effect this is having upon the 
livestock industry is, to encourages grain Parmers 
particularly to eet into cattle and hogs, I¢t 
“offers a method of marketing their grain to 
better advantage, they consider, than selling it 

as grainy We now have record supplies of ‘meat 
on both the United States and Canadian markets, 
both of which are very closely tied together, 
The tariffs are Low, and the queteas are: generous. 


This cheap grain is-having the 
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effect of boosting the production of Livestock: 
and this fall it has created what I consider an 
unpre cadented demand for stocker and feeder 
cattle. | As a result of this demand, stemming 
pia cheap feed, I believe the prices of this 
stocker and feeder cattle have been bid up out 
of jine with the price of fat cattle: that is, 
out of line with the prices at which these 
feeder cattle will be sold when finished. If 
we had.a futures market for livestock I think 
this would be an appropriate time to be on the 
short sides | ) 

; Personally I have some eneevar ions 
about this pricing policy for grain which resiits 
in this sort of thing happening. First, a very 
personal reason is that I produce, after all, 
cattle largely from roughage, ae and cover 
crop; so I am not able to fully take advantage 
of this cheap grain that is offered, _ Perhaps 
I am going to have to alter my programme in order 
to do so; but that is ‘ minor consideration, 

Second, I believe that this rush 
to livestock is going to break the cattle market, 
Since 1951 we have had a fairly stable market 
for. cattle and lambs, AS jong as cattle hang 
around the 20 cent mark we Gan séll them; but 
. with this very considerable expansion in feeding, 
and the.fact that the United Sbat ea manne has 
declined, I believe we are going to see a a 


substantial decline in cattle prices, 
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That leads me to my second point, 
and that is this, Farmers, having witnessed 
the success which has been achieved through 
collective action on the part of the labour unions, 
have come to the conclusion that perhaps collective 
action will do some thing for thems; and Mr, Plumer 
has just stated that point of view as far as the 
wheat producers are concerned, 

The livestock producers too would 
like some stability,and collective action seens 
a reasonable way to secure such stability. The 
way in which they hope to attain it, currently 
at least, is through the use of compulsory 
producer marketing boards, 

I sympathize fully with the 
farmer's hope for some price stability for his 
products. I agree, too, that there is a very 
real problem here, When the steel wor kers 
succeéd in getting an increase in wages, all that 
happens is that the producers of steel raise 
the price of their product enough to offset the 
increased wage bill. That increase in the 
price of steel is passed on to the fabricators 
of farm machinery, and so on to the farmer, He 
pays the shot as far as farm machinery is 
concerned, through either increased prices Hand 
the manufactured goods which he buys or through 
the durable consumer goods which, along with 
other consumers, he purchases, 


These people who regard producer 
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marketing boards as essential point to the 
experience of the Canadian wheat board, and to 
the various fluid milk boards which are in 
existence across Canada, as analogies suggesting 
that because they have been successful, there 

is no reason why boards for livestock should not 
also be successful, 

I suggest to you gentlemen that 
neither analogy will hold water, In the first 
instance, wheat, you are dealing with a commodity 
which is durable and which is capable of rather 
rigid standardization. When you buy No. 3 wheat 
you know what you are getting before you ever buy 
it. 

If you take cattle as an example, 
first of all they certainly are not durable. You 
can get them into condition for market, but you 
cannot hold them there except at considerable 
cost; and in the case of hogs it is very 
difficult to hold them there, because they gain 
weight and pass out of the desirable weight 
ranges. 

In the second place, these livestock 
products are not capable of being rigidly 
standardized. If you ask a professional livestock 
dealer to define a choice steer for you, he knows 
what a choice steer looks like to him in terms 
of the market for that animal, so he will have 
very great difficulty in defining it for you in 


such a way that you can recognize a choice steer 
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when you see one. 

You may suggest that the carcass 
is capable of much more rigorous classification, 
and that is true, We do have a voluntary 
grading system for livestock; but it seems to 
me that if you are to sell cattle and sheep on 
the basis of carcass grading, you have created 
a problem of price determination comparable to 
that which we now have for hogs, and which I 
consider is much less competitive than the 
open market for live animals, 

I think, therefore, that we do 
have two distinct problems as between the way 
in which we are marketing cattle and sheep, and 
the way in which we are marketing hogs. As you 
know, hogs are being sold on the basis of 
Carcass grades, and not on the basis of the live 
hog. 

I would like to return to that 
point in a little more detail later, Perhaps you 
will go back for a moment to this problem of 
fluid milk pricing. Here again you have a 
completely different set up than you have for 
cattle, because the quantities CL Tlie miik 
which you can sell are limited, A fluid milk 
board issues permits to producers, so that before 
you can deliver milk for fluid purpose, first of 
all you must have a permit. Second,the amount 


which they can sell for fluid use is prorated 


among permit holders, and then as a matter of equity 
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it is prorated seasonally, so that those who 
deliver milk in the winter are given the 
greater opportunity to deliver milk in the 
summer, when the-cost of production is lower, 

I do not think the staunchest 
adherents of compulsory marketing boards would 
suggest that we should have controls for the 
livestock industry which are comparable to the 
controls which are imposed upon the comparatively 
limited number of fluid milk producers, 

So much for those two analogies. 
Now, where does this demand for compulsory 
producer marketing boards arise? I think the 
foundation is to be found in the fact that the 
marketing process for cattle is a highly complex 
one, together with the fact that many cattle 
come from farms where only a smli number of 
cattle are kept. If you look at ths census 
statistics you will find that half the farms in 
Alberta which keep cattle have 12 head or less. 
It simply is not a big enough enterprise for 
thosevproducers to acquaint theniselves with the 
method by which these livestock are priced. So 
for one thing you have lack of knowledge on the 
part of the people marketing cattle. 

In the second place, after having 
had years of producing fat cattle, I realize 
that it takes a good deal of experience and 
knowledge to DMR Re Ee evaluate an animal in terms 


of the current market; that is, to evaluate its 
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worth. There are many factors involved. It 
is weight, first of all, ‘Second, it is the 
degree of finishing and it is qualitys; and 
third it is yield. When a packer buyer buys 
live cattle, Ke is getting live cattle: but 
he. is really ince attic in the kind of carcass 
which that live animal will yields; and when he 
looks at that animal in the arena he says to 
himself, what will the weight of the carcass 
be which that animal will yield? 

There are wide variations there, 
A steer may yield anywhere from 50 per cent to 
60 per cent; that is, the carcass will weigh 
50 per cent to 60 per cent of the live weight. 
I pull out a figure at random here, but you might 
have a buyer sees would pay $20 for a particular 
live animal and still get the carcass for $35 
dressed weight, if the animal yielded 55 per cent, 
If that same steer, or a comparable one, only 
yielded 51 per cent, he could only pay $17.90 in 
order to still get the carcass for $35, 
Z Two farmers sitting in a ring 
watching cattle sold may regard an animal which 
will dress 51 per cent, which is full of water 
and feed, as being better finished and fatter 
than another animal which is not carrying 75 
pounds of water. The farmer may say this thing 
does not make sense; the fatter steer is selling 
for less than the less well finished steer, and 


if he owns the lower priced one he will think that 
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he has received an injustice. That sort of 
thing is very difficult to counteract, and it 
does lead to dissatisfaction. 
I know the text book answers to 
some of the problems which are confronted in 
cattle marketing, but I am not sure that the 
text book is up to date, and I would not like 
to suggest that our livestock markets are just 
all they should be, and that we should just shrug 
aside any complaints as being those of crackpots 
and uninformed people, and go along the way we are. 
I think there have been some 
substantial improvements in the method by which 
livestock marketing is conducted during the past 
5 years, and I am sure there will be more 
improvements, I would hope that as we know more 
about this business of the marketing of livestock 
we might facilitate and speed up those improvements, 
I suppose sharp cattle breeders have bought cattle. 
from farmers for less than they have been worth 
for hundreds of years, and I know the practice 
still goes on, I know that sometimes I am 
tempted myself: to go into a farmer's Pield if T 
see a fat steer which we will say weighs 900 
pounds =-=- and after some experience you can guess 
pretty closely what an animal will weigh. You 
know that on the market it will bring about 18 cents, 
so you multiply 9 by 18 and you get $162. So you 
say to the farmer, "That is a fair kind of steer 


you have, Are you interested in selling?" The 
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farmer says, “Well, I might," and you say, "Well, 
how would $125 catch vonie oo The farmer prides 
himself on being shrewd, too, and he says, "No, 
I want $135." So it is not too hard to make 
$30 right there, if they do not know what they 
are doing. 

MR. GUSHUE: Is that what they 
call horse trading? 

MR. BURTON: It is horse trading. 
The development which has eliminated much of 
this sort of thing is the development of the 
auction market. If you do not know what an 
animal is worth it is not a bad idea to sell 
him through an auction, where you have a number 
of buyers competing; and although the individual 
buyer will steal an animal if he can, when no- 
body knows about it, the fact that there are 
others there who know what it is worth and who 
are eager to make a dollar for themselves, 
prevents him from doing so» The community 
auctions in southern Alberta have enjoyed marked 
success in the last 10 years, and prices received 
there, particularly for stocker cattle, have been 
frequently higher than on the terminal markets, 
Recently the auction has been introduced at 
Calgary and at Winnipeg, and I believe to some 
extent at Toronto; and I think it will spread. 
I am not sure, again, that the auction meets 
all of the problems which come up, but I think 


it is a step in the right direction, 
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I do nét want to go into the 
subject of a compulsory livestock marketing board 
in any detail, but I suggest to you gentlemen 
that if the price of livestock does decline, and 
since many responsible farm organizations in 
western Canada have set their hearts on 
compulsory producer livestock marketing boards, 
it is a subject of which we have not heard the 
last. The proponents of these boards want two 
things, I thinks one, a higher price for livestock 
and two, a more stable price, 

I think the price of livestock is 
derived from the price of meat, and it is 
determined by the supply of meat and the demand 
for meat on the part of the consumer, ‘so you 
have to start with the housewife, Between the 
housewife on the one hand and the producer on 
the other lie the retailer, the packer and processor, 
the wholesaler of the livestock and the selling 
agencies, If you are going to get a higher price 
you might achieve it by a more efficient 
distribution of this meat product, or you might 
get it by reducing the margin which some of 
these people in the middle are taking; and I am 
in favour of doing it by either or both ways 
if it can be done, 

As you know, at the present time 
the trading on these stockyards is regulated by 
the Canadian Department of Agriculture under the 


Livestock and Livestock Products Act, The charges 
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which marketing agencies may make -- that is the 
maximum charges -=- must be approved by the 
Minister of Agriculture. It currently costs 
85 cents over what they charge themelves pr 
head to put a critter, a cow beast steer, 
through the market, and $1,50 for commission, 
which includes 25 cents for auctioneering 
charges. 

If it were not for the fact that 
I sell cattle through these auction markets I 
would suggest that perhaps these charges might 
be somewhat too high, You would be surprised 
at the unusual earnings of an auctioneer at 
one of these terminal markets. I would 
Suggest that the auctioneer is really doing 
better than many of the fairly large and 
efficient producers. However, that is in the 
nature of a public utility, and as I say I 
think a marketing board has nothing to 
contribute to a solution of that kind of problem, 

Turning to the question of a 
more stable price, the hog market is a good 
example of a market which fluctuates violently, 
It fluctuates over a cycle; it fluctuates 
seasonally, a type of fluctuation which I think 
is desirable, because it costs more to produce 
a fall crop of pigs than it does a spring crop; 
and it fluctuates from day to dayo 

The long run or cyclical 


fluctuations are largely due to a fluctuation in 


we 5-2 - 
as rood “ye @ aM. 
ie 


eft et tact ~— eae yam aete xt panne tam do stot 
: 


end yd bevougas od geo ste Sea 


: ay 200 etnerwo #1  sourt LrotryA to rode tnt 


a 
4 teq sevle weds egvaie yeds jadw revo etneo: 28 
: ,teete dsagod wos eg ,setdine #2 isd of hsed 
4 | | Atoleetmmoe tot Cae if frm y tex ras ostd Aasondt 
: | nittresno tious 10h atreo as nitesbers eiane 
E ; ,B8eutsdo 
, tadt tost edd «ot. tom srew dL. TE , | 
. ; I etelausm coltogs eaent cayonds siddas fieet ve 
. ddiuion cenrsdo saad sqadvoq tert dnogsue bioow eam 4 
beatrquve od bisow oY. .ratd oot $artwemoe od a“, 
$s seenotteys as to engtartee: [arvapny ont 73 


Hlirow I sttexvranm Ienimret exert tO eno -~ 


mitob ylifeer af nesnmotdoun edt tedt geeggue — 
Nts) alah : < 
bie egral yiutet ef? to yuam aad? cedded ~~ 


5 eid mi et dact .xsvewoR .etedubor q tretoltte ; ~. a 
I vea TI ea Be B ,Wobibdy offidiuq a to erste ex 

ot guidver aad bused palialeam 2 dcrbetd 

7 ome Ldon Y % brid vast to moldslom a2 oF edud terdaoo ea 
is B Yo acolveeup eft oF seta | aa 


Hoos « et texdtraimr nod eric qootsg eldate avom. 3 


eVitneloty esetautoy lt elo Litw + oxoessm sa to elgmexe | 
_ 
a ‘ \ fr 
_ eetaytouis gf. celoyo a Tew setamionlt ¢I = | 
sb 7 * _—_ Pasg 
, _ 4g t. - — ae - * ~ s 4 , so, 
totic E doidw goltertou(l to eayt a ,yltamoeses 
i “yy » 
- - é 


soubor df erom atzos a? eansoed ,efdeateeb et 


¢qomo goings 4a aecb gf asd? agig to gerto fists 


syebh oF yab aoa. setentoull tL Baa 


b rat 
bay Bs isotio¢o to ast goof, ait , } 


; a &, 
mt goltausouly a of sub ylearal Nort anoktastouty 
rata salar a - 


7 ~~ = 


~ Shy ie Mr. Burton 


herd numbers on farms, The farmers see a 
prospectively promising market for cattle or 
hogs, and they all jump in. Then the price 
goes down, and many of them jump out again. It 
is a bad sort of deal, but there again I think 
there is no easy solution, 

These day to day fluctuations 
are discouraging to the livestock producer, 
I am not sure that they serve any useful purpose, 
except that apparently they are the result of 
this use of price to equate supply and demand, 

Now we are getting close to the 
first week of December, and I will bet a dollar 
to a doughnut that when the packers begin to 
deliver the turkeys for the Christmas rush, 
which they will do about December 10, the price 
of fat steers will slump 14 cents; and my only 
concern is that I will not have all mine sold 
by then. 

I do not know to what extent this 
kind of problem can be solved, but I do think 
it warrants attention. Livestock producers have> 
been looking with a somewhat jaundiced eye at 
the large profits of the packers, and it is true 
that some of our packing plants, because of 
efficient operation, make very large returns, 
On the other hand, when you spread those profits 
over the terrific volume of livestock they handle, 
I do not think that even if the producer received 


the whole of those profits it would make any great 
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difference in the prices he received for his 
cattle. 

My suggestion is that if we are 
to take seriously the suggestion that a compulsory 
livestock marketing board be implemented for 
cattle and sheep, we should first look closely 
at the mechanics of marketing these cattle under 
a board. That, I think, is of the utmost, 
importance, It would give us some basis for 
determining whether or not the prospective gains 
to be derived are worth the prospective costs. 
involved. The proponents of boards will not 
or have not faced up to that issue, They say 
that is a bridge which we will cross when we 
come to it. I think that is a very important 
point. ; 

There is another point with regard 
to which I have very marked reservations as far 
as these boards are concerned, and that is the 
powers which they consider to be necessary in order 
for them to operate at all. During the last year 
the government of the province of Alberta, I think 
reluctantly and as a result of pressure from farm 
groups, passed a marketing acto That, I think, 
is bill Noo 15e 

The regulations are very detailed. 
They include the power to confer vpon a Loard the 
authority to regulate the quantity of livestock 
_ which a farmer may market; the place at which he 


may market it, and the time at which he may market 
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its and it sets out all the other powers which 

are necessary to enforce that type of regulation. 
Personally I believe we have enough 

government interference, and unless there are 

substantial gains to be derived therefrom I should 

be very. careful about adding to it. I should 

be very reluctant to be found in a position where 

a board, even though it is elected by producers 

of whom I am one, has the power to examine your 

premises, to stop your vehicles carrying livestock 

and search them to determine where these livestock 

are going, to examine your books and so on, 

There is one other point I should 
like to dwell on before I leave livestock marketing. 
I referred a moment ago to a difference in the 
way cattle are priced and the way hogs are priced, 
As you know, those hogs are killed and hung on 

the rail, They are graded by a government 
inspector before any return is made to the 
producer. 

You may ask why that system is 
not applicable to cattle, why we should not have | 
carcass grading for cattle, and this proposition 
has been kicked around for years, I think the 
great disadvantage of such a proposal is this; 
that when you sell a live animal you can bring 
it into the ring where you have your buyers 
assembled and they can compete with each other 
for that animal, with the higest bidder getting 


it. You take that animal to a packing plant and 
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kill it and put it on the rail, and the 
competition for its purchase is much less 
direct. The packer then has that animal; and 
packers are in business to make money. They 
are not going to pay any more for it, I think, 
than they need to in order to keep animals 
flowing to their plant. In other.words I 
think you do diminish the effectiveness of your 
competition, and I should not be surprised that 
anyone who might be examining the livestock 
marketing would examine this proposition in 
some detail. 

Perhaps we are not selling hogs 
in the way we should. I eaice eee this 
grading system has been built up in an effort to 
improve quality in connection with our hogs and 
enable us to compete better in the export markets. 
I think it has detracted from the effectiveness 
of the price-making mechanism, 80 you end up, 
as we are doing now, where you find packers 
bonusing truckers to deliver hogs to their plats, 
which means in effect that the hog is bringing 
a higher price from the packer than the farmer 
is getting with the trucker, wha is in a position 
to divert hogs one way or the other, getting the 
difference, 

Now I have just a couple of 
general comments on agricultural policy. 

‘THE CHAIRMAN: Dr. Burton, we 
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morning in order to give the reporter a chance 
to ease up for a moment or two, Is there much 
more of your presentation? I would not like 
to interrupt you if you have not much more to 
tell us, but if you are going on for perhaps 
15 minutes or so we might take a break now. 

MR. BURTONs I would be glad to 
have a break. I might be able to collect my 
own thoughts a little. 


a@oRECOSSe 
aaoAfter recesses 


THE CHAIRMAN: Gentlemen, shall 
we come to order? Will you proceed, please, 
Dr. Burton? 

MR. BURTON: May I add a 
concluding sentence to what I had to say about 
marketing boards, The crux of my objections to 
them lie in an examination of the mechanics 
under which the cattle would be marketed. I 
just do not think it can be organized in such 
a way as to achieve economies, to extort a 
higher price from the consumer, or to squeeze 
the processor. My objection is not primarily 
based on considerations of grading which I 
mentioned. 

I should like also to add that 
in the Alberta act, cattle and she ep are excluded, 


so we are not in that fire yet, and proponents 
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of these schemes have ample opportunity to 
demonstrate their ability, since they have the 
power to set up boards for hogs, dairy products, 
poultry products, honey, vegetables and forage 
crop seeds, I believe, 

Now, turning to a bit broader 
field for a moment, I come to the position of 
agriculture in the economy as a whole. 
Agriculture in Canada-is an important industry, 

and will continue to be an important industry. 
I somewhat distrust those statements to the 
effect that agriculture is the basic industry. 
Agripareive is a declining industry, declining 
in the sense that the proportion of the 
population engaged in agriculture is going down. 
Tt is also a declining industry in the sense 
that the relative value of its output is 
declining; and it is an inefficient industry by 
and large, in that on an average it is only about 
half as productive as other industries, In 
other words, we have one-sixth of our gainfully 
employed people engaged in ageloulture, and 
they "are now producing somewhat less than one~- 
twelfth of our total output, 

IT should not like to be understood 
as saying that all farms are inefficient. Far 
from ite Many of our farms are large and highly 
capitalized and very efficient. But what we 
have is a fringe, an economic fringe, of farmers 


constituting approximately one-third of the total, 
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who produce very little, I should say, though 
I have not examined the statistics recently, 
that this less productive third of our farmers 
produce approximately 10 per cent of the total 
output of farm products, and this in an economy 
in which labour is scarce and high priced. 

I believe our agricultural policies 
should be directed toward the end of encouraging 
our less productive farmers to move into better 
paying jobs elsewhere, True, if they wish to 
farm it is their. privilege to do so, but if they 
do wish to move out perhaps they should have an 
opportunity to do so. Of oer the older | 
farmers will not move, but if younger people 
could be persuaded to mowe I think the imbalance 
would correct itself in times | 

I have referred to the high 
capitalization necessary to farm, and I think to 
an urban dweller the average investment in a 
commercial, efficient farm would seem fantastic, 
I know it has seemed so to me, Young farmers 
who wish to fart have a difficult time to put 
together the capital necessary to enable them 
to produce farm products at a cost which will 
enable them to stay in business, 

I suggest to you gentlemen that 
the availability of long-term credit to beginning 
farmers, to enable them to establish a commercial 
Pome eh wh wal pay its way, is worth considerations 


It may seem contradictory to you that I suggest 
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first that we need a movement out of 
agriculture, and second that we need to prévide 
capital for young people to farm. I do not 
think it is. Agriculture is going to continue, 
and young people are going to go into farming, 
and the two go along side by side. Farmers, 
like everybody else, have to be replaced occasionally. 
I would like to second those briefs 
which have been placed before this commission which 
suggest that before we have any large expansion, 
either in total area under cultivation or in the 
general investments necessary to permit more 
intensive agriculture, we should look very 
carefully at the prospective markets. 
Technologically it is quite possible to make 
the desert bloom, but is it economically feasible? 
May I conclude, then, by suggesting 
two specific points which seem to me worth 
consideration. The first is a rather detailed 
examination of livestock marketing. We have 
had a number of commissions which have investigated 
grain marketing, I believe there is perhaps some 
pay dirt in the field of livestock marketing as 
far as investigation is concerned. 
My second suggestion is this 
matter of making available to beginning farmers 
adequate capital, adequate credit. 
Thank you very much, gentlemen. 
THE CHAIRMAN: Thank you very 


much, Dr. Burton. T have one or two questions 
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I would like to ask. You suggested that 

because Of the provision of cheap grain for 
feed, the tendency would be for cattle prices 
and meat prices to fall. We have heard a good 
many suggestions right across the prairies that 
farmers should be encouraged to go out of grain 
farming into cattle raising, and I presume that 
would accentuate the trend which you suggest. 
How many more people can you accommodate in your 
end of the business? 

MR. BURTON: Well, sir, I do not 
know the exact answer to that. I believe you are 
correct, in that we would probably have a better 
balanced agriculture if we had some livestock 
in the farm enterprises in some areas of the 
prairies, I think there are areas in Saskatchewan, 
the Regina plain, for instance, where livestock 
is just not an enterprise which fits well into 
the farm business, They are short of water. 
Land is Cre priced. It will probably, in 
the range of wheat prices we are likely to see, 
yield a larger return if seeded to grain that 
if used to grow grass for livestock, 

There are other areas, such as 
the area from which I come, where land which is 
selling for $100 an acre is being seeded to same 
extent to grass in order to get around this 
emergency grain marketing situation. 

From the point of view of demand 


I think there is in progress a shift from cereals 
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to fruits, vegetables and’meats on the part 
of people changing their dietary habits. But 
what i object to is this grain pricing policy which 
charges more for grain for food than it 4s worth , 
and anne less for grain for feed than it is 
worth. This accentuates this shift, and I fear 
will overdo it, with a consequent decline in 
cattle and hog prices. Everybody will get in; 
output will be boosted; the price will go down, 
and everybody will get out. Then we will have 
accentuated this cyclical fluctuation in price. 

THE CHAIRMAN: You indicated that 
you would expect that the farm population would 
go down. How would you go about persuading 
or assisting farmers to move into other 
occupations? 

MR. BURTON: I am afraid you are 
asking me big questions, but I think the place 
to start is with the young people, 

THE CHAIRMAN: Just on the basis 
of persuasion? 

MR. BURTON: Well, I do not think 
‘you. should go out and say, "Look, you can do 
better elsewhere than you can on the farm." It 
is a matter of providing training and opportunitiess 
perhaps bursaries to your universities and so on, 
provided the agricultural faculty does not get 
away over its head -- 

THE CHAIRMAN: You are not going 


to get too many off the farms if they have to go 
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through the universities first. 

MR. BURTON: I do not think that 
is necessary. There is a continuous movement 
out into jobs other than professional. 

MR. GUSHUE: There have been 
some fears expressed during some of our hearings 
about a surplus of livestock. How would you deal 
with that, presuming it did come ele 

MR. BURTON: Well, sir, I find, 
this problem of surpluses a difficult one for. 
which to formulate solutions. I do not like 
production controls, Production controls for 
livestock are even more difficult than for grain, 
and the Americans have found that acreage 
limitations on grain are extremely difficult to 
administer and make effective. 

I do not think the government of 
Canada is going to be able to enforce direct 
production limitations on livestock producers. 
We just do not operate in that way. I think the 
price mechanism, slow though it is and painful 
though it be to the people who are producing 
livestock, in the long run will be effective; 
and I sometimes think we do not pay enough 
attention to this price mechanism. 

MR. STEWART: Dr. Burton, I could 
carry on a long discussion in the language of 
the text books on important issues. I do not 
propose to do that, but I am going to ask 


perhaps three questions. 
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In reference to this market which 
has appeared for wheat for feed, my question is, 
having in mind particularly the 195 crop, would 
the situation not have been even worse under open 
market operations? 

MR. BURTON: I presume by. "open 
market operations" you mean the absence of a 
wheat board? 

MR. STEWART: Yeso 

MR. BURTON: Conceivably it could 
have been, and I am not suggesting or advocating 
that the wheat board should be abolished or should 
not be in operation. I certainly would not want 
to,get into any off the cuff discussion of the 
operations of the wheat board, Certainly by 
stockpiling its grain it has tended to stabilize 
the price, 

The point I was making is that by 

virtue of this twoe-price system it has encouraged 
feeders and farmers to feed a lot of this grain. 
My answer would be that if the wheat board had 
eontinued to stock pile grain but had adapted 

a pricing policy which would permit No. 2 wheat 
or No. 3 wheat to move into feed at the same 
price it moved into food uses we would have had 
a higher price for Livestock feed and a lower 
price for wheat for food; and that by virtue of 
the feed price the sharp expansion in livestock 
output would not have occurred, or would not 


have occurred to the same extent, 
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MR. STEWARTs All the representations 
we have had indicate that there is a great deal of 
wheat in this so-called surplus which is strictly 
not suitable for human consumption, and that the 
solution to the problem is to get that wheat 
moving into the channels of feed, 

MR. BURTON: I agree; but you can 
buy No. 3 wheat fairly readily; and if the feeders 
could buy No. 5 wheat at 55 cents or No. 3 wheat 
at 70 cents, they would prefer the No. 3 wheat 
because it is better feed. I suggest that 
perhaps the obectad policy for wheat.is not 
what it should be, if it permits that No, 3 
wheat to go for feed as cheaply as it does, 

MR. STEWARTS My second point has 
to do with the competitive elements in the 
auction market, and in the direct sale to the 
plants. You have said, with qualifications, 
that the auction is a competitive market and, perhaps 
with some qualifications, that the other is 
monopolistic. 

I do suggest that you can overstate 
the case both ways; that there are in fact 
definite limitations to the competition in the 
auction market, and.that there is a certain 
element of competition, with a good information 
service, between the truckers and the farm. 

After all, conceivably this bonus could be 
passed on to the farmer, through competition 


between the truckers. 
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I take it there is no possibility 
of really making an objective comparison: of... 
those two methods? 

MR, BURTON; No. I quite agree 
with you. I should state it as a personal 
observation that I believe competition is ree 
in the auction ring than between plants. 
Obviously once a load of livestock goes to the 
plant and is unloaded, in the cage of cattle 
before a dicker is made, the chances are that 
a deal will be made, and there is no other 
packer there to bid, whereas if you do it in 
the auction ring these cattle can go in haif 
a dozen different ways; and I think there is 
some probability that you will get a higher 
price in the auction ring where the packer, 
to get them, must pay the top price. 

I do not say for a moment that 
you have a monopolistic pricing situation when 
you deliver directly to a packing plant. I 
do not think that is true, On the other hand 
I would not like to say that competition is 
perfect in an auction ring. I know I have had 
cattle in the ring with three buyers competing 
for them, and while the auctioneer was busy 
selling them one of the buyers would go to the 
phone, A thing like that makes a ditperice to 
the price, I think; so it is not perfectly 
competitive, I would agree with your 


qualification, 
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MR. STEWART: I take it that 
your general position on the compulsory board 
is that if we could have a limited experiment 
on this, it would be useful? 

MR. BURTON? I think so, I do 
not think anything that has been done so far 
constitutes an analogy, with the possible © 
exception of the hog marketing board in Ontario. 
There the manager of the board can pick up the 
telephone and he can sell hogs over the telephone. 
He can say, "I have so many hogs which will dress 
B=-1 and Be2" and so on, and they will negotiate 
a price on that basis, 

If you had a marketing board for 
cattle and the manager picked up a telephone, 
how could he negotiate a price for those cattle? 
There are not the same standards in grading, 
and perhaps no two buyers will agree on what 
grade an animal wili make. Even within the 
grades there are considerable variations ‘in the 
value of an animal, depending upon the weight 
and $0 One 

I just never have been able to 
understand, myself, how you can sell cattle on 
a live basis except on an inspection of the 
individual animal; and if you are going to do 
that, can a’board do it any cheaper than the 
method we are now using? 

If they go further and say they 


are going. to regulate the supply in order to hold 
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up the price, or perhaps restrict the supply, 
their undertaking becomes that much more ambitious, 
and I think even — an experiment is launched 
the thing should be analyzed on paper. You can 
do quite a lot with a pad and pencil before you 
averceet into this actual experiment, which after 
all involves preducts worth millions of dollars, 
and thousands of producers, 

MR. STEWART: My last question has 
to do with this long-term credit suggestion. We. 
have had previous representations on this point as 
well, particularly in reference to the Canadian 
farm loan board, that it just has not seemed to 
get credit out. 

I presume basically the problem here 
is risk, and that if you had a considerable 
extension you would increase the risks, and that 
if you reduced the rate of interest probably 
you would lose on ce operations in the long run. 

In sane eases, in pursuing the 
argument for further extension of long term credit, 
people have advocated some measure of supervision 
or some advisory service going along with it, 
and the analogy of the V. L.A. has been used, 

The difficulty here, of course, 
is that that is another cost, It would probably 
reduce the risk, but would involve another 
element of cost, Would you in general think 
that would be a useful device, without perhaps 


all the cost of advisory services which would 
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have other implications than merely safeguarding 
the loans? 

MR. BURTON: The government of 
Canada can make loans to farmers apart from the 
fram loan board. I have in mind the farm 
improvement loans and this new loan against 
stored wheat, in which they have preferred to 
use commercial institutions, the chartered banks. 
I have observed that United States banks 
frequently retain an agricultural specialist, 
and I wonder if there might be any possibility 
in that direction; that is, if these loans 
were made through the chartered banks, with 
a government guarantee, if the banks themselves, 
whose interest is vitally concerned, might not 
handle this supervisory function at a lower cost 
than the government could set up an independent 
Agency es 

That possibility has occurred to 
meso Supervision, I think, is desirable and would 
probably be required, If it eould be dacs without 
creating another government agency I think it 
would be all to the good, 

THE CHAIRMAN: Thank you very much, 
Dr. Burton, We are extremely grateful to you 
for coming before us, and we are particularly 
grateful for the contribution you have made. 

MR. BURTON: Thank you very much, 


sire It was a pleasure to come, 
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THE CHAIMAN: Is Mr. Slen here, 
of the Lethbridge branch of the Agricultural 
Ingtitute of Canada? We will ieee ea 
submission Exhibit 67. 

MR. SLEN: Mr. Chairman and 
commissioners, before I start I would like to 
introduce these gentlemen who have come with me, 
Mr, Broughton, Mr. Peake and Mr. Jamieson. 

THE OH ATRMAN : Thank you. 

MR. SLEN: We appreciate the - 
privilege of being able to submit this brief 
to you on the future agriqmitural development 
in southern Alberta. 

Since the Alberta area was first 
settled, the growth and economic security of the 
province has been centered around agriculture, 
Judicious development of our agricultural resources 
has enriched our province and provided our farming 
population with a fruitful and happy life, 
Speaking for this industry, we feel agriculture 
will continue to be of first importance in 
the future eho pein of this part of Canada, 

For these reasons we wish to bring before the 
royal commission some of our views on the 
economic future of Canada as it is concerned with 
agriculture in southern Alberta. 

The great known natural resources 
and potential reserves of power in Alberta indicate 
that we can expect considerable industrial 


development, Our geography too, which discourages 
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shipment of bulky cheap materials, dictates an 
increasing manufacturing and processing industry 
near the source of raw materials, For these 
principal reasons, we expect and would encourage 

a great deal of industrial development in this 
province’, However, future industrial growth 

should be planned so that industry and 

agriculture may both make their maximum contribution 
to the economic welfare of this country. 

This is a relatively short brief, 
but we have three main points we would like to 
bring outs The first is in regard to 
industrial development; then there is a bit on 
irrigation development: , and then we mention 
research, 

In regard to industrial integration, 
as a basis for such growth, an Paka euandon of 
industry with agriculture would be most desirable. 
In nearly all cases products of the farm need 
further processing before going to the consumer; 
for example, vegetable canning, flour milling, 
sugar refining, and meat packing. Over the years 
there has been considerable development along these 
lines and agriculture would no flown benefit from 
further expansion of this type of facility. 
Similarly there should be encouragement of 
processing facilities for some of our other 
renewable resources, forest products being one 
example » 


As a subheading under "Integration" 
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we have "Land", Agricultural land is becoming 
increasingly valuable in the werndnat large $ 
therefore, we consider it important that 
industrial plants be Located, other things 
being equal, on land least studied to 
agricultural production. Similarly, industries 
that bring about extensive disruption or 
removal of soii should be in some way obligated 
to reclaim and revegetate their waste areas. 
f Now tering labour for a 
moment, of grave concern. to the agricultural 
industry is the provision of adequate and 
competent labour, At the present time, much 
labour is recruited from immigrant European 
families. Although some are trained in farming, 
others are recruited from various Lines of 
industrial work and are of limited value to our 
farmers. Even those who are well suited Pind 
little encouragement to continue to serve in this 
field, Employment benefits such as medical, 
hospital, and unemployment insurance, which are 
so 4mportant to working people, are non-existent. 
for agricultural labour, Only when these 
conditions are improved will we be able to encourage 
more competent farm helpo 

Turning for a-moment to social 
problems, we have a way of life in southern 
Alberta that we feel we would like to hold on to, 
and in the further development of this province 


many of the evils which go with concentration 
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of industry should be avoided. Decentralization 
of new industry would help to minimize juvenile 
delinquency, slum development, drug traffic, and 
related social problems. Those industries which 
could supply winter employment would not only 
tend to lessen these problems but also would 
have a stabilizing effect in many agricultural 
areas, particularly those under irrigation, 
Small ae which could benefit from being 
located in smaller centres where school, hospital 
and utility services are already established also 
ai be of assistance in avoiding these problems.» 
Irrigation. Conia ameite the future 
development of agriculture in Canada, much has 
been said about the need for additional irrigated 
lands. At the present time in Alberta, we are 
undergoing an extensive change from dry land to 
irrigated land in the area served by the St. Mary's 
river and the Bow river developments. While the 
mechanics of converting these lands for irrigation 
appear to be fairly well planned, there is need 
for adequate consideration of the type of farming 
to be undertaken, particularly the crops that 
could be grown and the availability of markets. 
It would appear from experience in .the Last few 
years that it will be increasingly difficult for 
farmers with small holdings to make a satisfactory 
living and consideration should be given to the 
size of farm unit adaptable in these new areas, 


It also would appear that further expansion of 
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irrigation systems should be limited to the 
demands of markets and in particular, domestic 
markets. It should be pointed out that crops 
grown on irrigated land do not, except in a 
minor way, come into competition with crops on 
dry land such as wheat. Further, since 
ieckkedt tn has stabilized agriculture in the 
dry areas of western Canada where it has ‘ 
been established, every effort should be made 
to develop markets for its products within 
Canada, especially where these products are now 
being imported, such as canned vegetables, also 
fruit and sugar and animal products, 

Research, Our Canadian farm 
economy is a changing scene, We are an exporting 
nation so far as agriculture is concerned and 
probably will be for a long time, Whereas | 
industry may depend on tariffs for protection, 
Canadian farmers can plan on long-term prosperity 
only_if they can continually reduce their dees 
of production in order to compete favourably on 
the world's markets, We believe that continuing 
agricultural research and the training of 
research personnel will be absolutely necessary 
to this end and would encourage the extension of 
these facilities, 

By reason of the foregoing discussion 
we strongly urge that all future development should 
be well planned and sounds Above all, we urge. 


that no government subsidies or coneessions should 
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be given to encourage industries which have a 
doubtful place in our economy, 

THE CHAIRMAN: Thank ae In 
referring to the.rate of extension of irrigation 
systems at the bottom of page 3, is your point 
that we should know that domestic markets are 
available’ before proceeding with irrigation 
schemes? 

‘MR, SLEN: I think the experience 
has been -= and I will use horkiguiture as an 
illustration == that some indication of the use 
of the product must be there before they have 
been able to go aheadsotherwise the farmer would 
be growing the material. and could not sell it. 
Just as an illustration the, tomato plant was 
pretty well established before there was any 
large tomato growing output in the Saker areas 
It is pretty hard to draw 4 straight line and 
say we must have either the plant or the indus try 
there before we can go ahead. 

THE CHAIRMAN: On page l, carrying 


along with that, you say: 


teevery effort should be made 
to develop markets for its products 
within Canada, especially where 
these products are now being 


imported ==" 


By that do. you mean there should be 


a tariff against imported ganned vegetables, and 
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so on? 

MR. SLEN: No,-I really do not 
think so, 

THE CHAIRMAN: Or any other food 
products? 


MR, BROUGHTON: May I comment on 
this. In writing this up and putting it in, we 
did not have any plan worked out as such. We 
realize that in our own district down there we 
have acreage coming under irrigation, and the 
technical knowledge is there to produce abundantly 
and profitably if we can sell the products 
therefrom in a profitable market. It is a 
question whether freight rate assistance would 
get us into markets which are now inaccessible, 
or maybe other measures could be taken, In 
other words, there is a bigger market in Canada 
for some of the products of.the irrigation 
districts than we are able to reach economically 
at this time. 

THE CHAIRMAN: You do say: 


No. every effort should be 
made to develop markets for its 
products within Canada, especially 
where those products are now 
being imported, such as canned 
vegetables and sugar and animal 


products." 


In other parts of the country people 
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have said that they think there should be a 
tariff or a cach eenknn Tb ened on the 
importation into Canada of certain agricultural 
products, If you do not mean that, I am not 
clear what you do mean. That is the question I 
am trying to ask you. 

MR. SLENs I am not too familiar 
with the bean industry, but I think we import 
something like 35 million pounds of beans, just 
as an illustration. They are now attempting to 
develop that industry in southern Alberta; I 
think our Canadian crop is 5 or 7 million pounds; 
and it is evident that we can produce them 
competitively. 

It may be that a quota system 
would be of assistance to our people, but again 
there would'.be the problem of how far you could 
move that crop. Bastern Canada produces some 
beans, and whether or not ws would be in 
competition with them is another thing. 

THE CHAIRMAN: I am still not 
completely clear, but we will let it go. 

MR. STEWART: May I follow that 
up for a moment, to see if I can get the answer 

to this question. Do you think we should go 
‘eae with irrigation projects on the assumption 
that we are going to grow iieie deity erops and 
then, after we have got them, involve ourselves 
in some expense or vehachukmewe in some cost 


in order to create a market? Is that a sensible 
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way to go at it? 

MR. SLENe It really is. not. The 
vegetable canning industry is limited in the 
amount of production by how far hey can move it 
and still compete ésonomital ty! There is a large 
canning factory at Lethbridge, and they can only 
move their material approximately to Manitoba, 
because at that point the material is not able 
to compete with products from Ontario, So I 
think it depends on how far we can 206 I think 
we can use some of that area for livestock 
production, not otf specialty crops; and there 
is a tendency toward livestock preduction. 

| MR. PEAKE? Gentlemen, I am not 
quite clear on just where we are heading in this 
discussion, but Dr. Slen has pointed to this 
trend toward an increase in livestock production 
in so far as exe irrigated pastures are concerned, 
and the expansion of irrigation into areas where 
previously our livestock production wad ‘not high. 

There is little doubt from our 
observations that much of this new Land Wott 
under irrigation is going to go into a forage 
crop-livestock economy, perhaps not entirely 
divorced from the other livestock industry of 
the primary producer, but perhaps hand in hand, 
in which we will find an improvement in stocker 
animals in these new irrigated areas, being 
carried on in irrigated Peo ruPes and fed on hay 


and other feeds produced on our irrigated lands. 
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MR. STEWART: I think the 
question the chairman was getting at was really 
this. Should we wait to develop irrigation 

projects until there is a market which will 
absorb the ida which will be grown on 
ieitak teal Geet or is it your argument that, 
we should go ahead and develop irrigation | 
projects and then create the market by some 
means or other? 

MR. JAMIESON: If I might say 
something to that, there is a factor we should 
keep in mind in reference to the area in | 
southern Alberta at present under the ditch, where 
they have climatic conditions that will grow the 
Special vegetable crops. Those acres are outside 
what is at present given over to contracts for 
sugar beets and so on. They have just moved up 
as far as Taber, and a little past. Those are 
acres that can produce the special crops. 

You may talk about other irrigation 
areas that could be developed from the point of 
view of livestock and forage. They may not come 
under the climatic conditions ‘maiteble to grow 
special crops. You cannot get contracts in 
those areas yet, because the contracts are 
controlled by the present markets, It is 
conceivable that they could be made available in 
the mear future; we have the land, and we may 
have the markets very soon, but we have a 


transition period in livestock while this population 
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matter or tariff rates or what have you makes it 
possible to increase the special crops in this 
climatic area. 

MR. LUSSIER: You were mentioning 
the size of the farms, Have you any idea what 
should be the average size of those farms?... 

MR. SLENs There is a problem I 
am not an economist, and I do not want to get 
involved in this thing, because I cannot answer 
the question; but the average irrigated farm in 
southern Alberta is approximately a quarter 
section of land, Anything less than that is 
probably not an economic unit. 

That is where one of the problems 
presumably is in irrigation farming , and it may 
be a problem in the other areas as well. When 
you get outside the immediate irrigated area into 
the dry land farming, a section and up to two 
sections as the average aeems to be the right 
812766 

MR. LUSSIER: I wad Speaking about 
the irrigated farms for intensive farming. 

MR. SLEN: A quarter section, 

' MR. GUSHUEs You conclude your 


brief by sayings: 


"Above all, we urge that no 
government subsidies or concessions 
should be given to encourage 


industries which have a doubtful 
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place in our economy." 


Have you any special class of 
industry in mind there? 

MR. BROUGHTON: Well, sir, we 
have no special class of industry in mind here, 
but we did include this statement on behalf of 
our farmers. 

At the moment, and for several 
years past, they have been plagued with the threat 
of the eenoral of the Crowsnest agreements on grain. 
They have established their wheat growing economy . 
here on the basis of the Crgwsnest agreements, and 
a removal of those agreements at this time would 
be very serious to the farmers. 

We do not suggest for one moment 
that the building of the Canadian Pacific railway 
was anything but a very good thing for Canada; but 
on the other hand the deal that was made in that 
connection a long time ago is now facing a different 
situation. The railways need more revenue,.and_ 
they suggest that it is time those rates were 
removed. 

It is specifically matters of 
that nature, which can change things say 25 years 
hence, that we would like to see avoided. 

THE CHAIRMAN: Thank you very much, 


gentlemen. 
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THE CHAIRMAN: The next submission 
will be by Mr. Charles Weir, on behalf of the 
Edmonton and Calgary neta workers, represented 
by the international union, mine, mill and 
smelter workers, which we will mark Exhibit 68, 

MR. WEIR: My brief is quite short, 
and I hope I can read it with perhaps only an 
occasional comment in between if necessary; but 
Br would like to preface it, if I may, by calling 
your attention to this morning's newspaper, the 
Albertan, at page 8, The following short item 


appears, dated from Montreal: 


"Canada may have to import 
high priced steel from Europe next 
spring to overcome a critical 
shortage, industry's spokesman 


says here." 


I would like to add that we in 
Alberta in the metal industry have already suffered 
from this situation, One-third of the steel 
plant with which we hold a union contract here is 
unemployed, entirely due to a shortage of steel, 
and may be so until after Christmas, Recently 
forodmer: a month half of the Dominion Bridge plant 
local was laid off, due to the same reason, 
shortage of steel, Most of them have been called 
back in by now, but there are some still off; and 
if this shortage continues in other parts of the 


country, undoubtedly it will affect us here again. 
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Who knows how long they will be back at work 
until they are laid off again. 

I feel that this situation points 
up the problem in a major way; and I shall deal 
with the matter in the brief, 

Modern nations, our civilization 
itself, are economically based upon steel. The 
simplest criterion of the economic stage of 
development of modern countries, and of their 
strength or otherwise, is a comparison of their 
iron and.steel production, including of course 
the quantity and quality of the finished goods, 
machinery and so on, produced from iron and steel. 

Cenada is in the most favourable 
position of probably any of the countries of the 
world in so far as our future possibilities in 
this regard are concerned. Of iron ore we possess 
more than our share of the ae asta supply. 

By that I mean our share compared to our geographical 
size, not our population size. Of the four sources 
of power for processing and smelting <-- coal, gas, 
hydroele ctic energy and oll == presently in use, | 

we posséss an “errr far above that of 

countries which are today much greater steel 
producers, And when in time atomic energy may 

_.be harnessed as the power to use, we will be a 
favoured nation in that regard also. | 

Canadians are excellent workmen, 
craftsmen, metallurgists and pee eines ae but. 


given the opportunity to develop their talents. 
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So we have in Canada all the regiisites for 
becoming a great producer of iron, steel and 
the products thereof, a producer who could 
easily become a competitor in the world markets 
in steel products, in addition to filling all 
our own requirements at home. 

Tens of thousands of jobs for our 
citizens would be opened. up, worth-while jobs at 
good wages. With the growing up of the finished 
steel goods industry on such a wider base it would 
soon mean hundreds of thousands of jobs, particularly 
when we take into consideration our equally favourable 
position in regard to most other minerals needed 
for alloys as well as our abundance of lime. 

Such a development of our steel 
industry, and industries finishing goods based on 
steel is, in our opinion, not only possible and 
desirable but long overdue, Nor do we accept the 
usual cry of underpopulation as a legitimate answer 
against it. Once well launched on the road to 
becoming a great processing and finished goods 
industry country, the gates could and no doubt 
would be safely opened to immigration far wider 
than ever before in our history, and quite properly 
SO» 

If Canada were to embark upon such 
a path, that of becoming a major producer in the 
world of steel and its products, Alberta is 
favourably placed to participate in the benefits. 


We possess untouched deposits of iron ore in the 
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Peace river and in the Crowsnest pass, More 

will no doubt be discovered. We have the lime, 

Most important of all, we are particularly well 
supplied with available, and therefore relatively 
cheap, coal, oil and natural Pabetao® are we 
unfavourably situated for water power and, eventually, 
atomic power, 

The advantages of this are obvious 
when. we remember that it takes 3 tons of coal to 
smelt 1 ton of iron ore, and that therefore even 
if our own iron ore were not to be used for any 
reason, we would still have an advantage trans= 
portationwise, 

In the fate of this possibility 
of Canada -- and Alberta <- seizing its destiny 
and becoming a leading power in iron, steel and 
their products, Canada in fact has been and remains 
not only not an exporter but actually a heavy 
importer of steel and its products. 

Arter the completion of all the 
major expansion plans of Canada's steel companies, 
we are to stay set at the figure of approximately 
5 million tons of steel capacity, which is two 
to three million tons below our present national 
consumption, Canada is paying out, mainly to the 
United States, about a billion and a half dollars 
annually for steel and steel products, 

This unnatural state of affairs 
ean only derive, in our opinion, from outside 


interference, in this case from the pressures 
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exerted upon Canada -- our government, our 
financial institutions and our steel industry . 
hee anki by the giant United States steel 
monopolies in whose interest it certainly is 

that ‘osha tao not develop into a competitor 
but should remain a customer, They acquire our 
best iron ores for next to nothing. They press 
hard for ever greater quantities of our power, 
gas, hydro, oil and upandum, all our power sources 
except coal, They attract away our scientists, 
technicians, metallurgists. Then they ship us 
pack the finished steel goods, a billion and a half 
dollars worth a year, not counting the billions 

of dollars a year worth of steel which they export 
to other countries and use in their own land, 
produced from Canadian ore, power and so one 

The fact is that, based in no small 
part..on Canadian resources, the United States, with 
a population about 11 times that of Canada, and 
without the natural advantages enumerated earlier 
for Canada, produces about 26 times as much iron, 
steel and steel products as we do in Canada, or 
nearly two and a half times as much per man, 
woman and child. 

We therefore earnestly request 
your commission to make a study of this question, 
so basic to Canada's economic future. If you 
discover that Canada's interests therein are 
being deliberately distorted for the benefit of 


outside interests -= and a study of the number and 
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influence of United States citizens holding 
directorships on the main Canadian steel 
companies will no doubt lead you to just that 
discovery -- we request that you propose 
measures to cope with and eee it. a 
the present Canadian steel companies, for 
example, are found by you to be unable to free 
themselves of this foreign influence, then a 
proposal for action by our government, including 
possibly even the establishment of publicly 
owned steel plants, would be in order. | 

Certainly we in Canada must use 
our great resources, human and natural, to 
become a leading steel producer, to fill our 
own national needs and become an exporter of 
steel and its products to the markets of the 
world. Lack of an internal market due to 
underpopulation cannot be seriously urged againt 
it in this case, since we are a heavy importer. 

We ask you, gentlemen, to also 
give consideration to a special and immediate 
problem concerning the metal industry's future 
in the prairie provinces and especially in 
Alberta. 

The foundries and machine shops 
‘of Alberta were built up and grew on the repairing 
and maintenance of agricultural machinery and 
especially, for its stable base, grew on the 
supplying of the coal mining industry with its 


machinery and equipment. Whatever may be said 
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of the future of agriculture, it is at least 
obvious that for the present and immediate 
future, orders for coal mining equipment are 
very uncertain, 

Since the large scale production 
of oil has largely replaced that of coal as 
Alberta's premier fuel ener it could 
legitmately have been expected that the supplying 
of oil equipment would likewise have become 
the new and stable base of Alberta foundry 
and machine shop production, tens of millions 
of dollars worth of it. But whereas the coal 
mines were overwhelmingly Canadian owned and 
Aeeural iy tended to place their equipment orders 
locally, oil is equally overwhelmingly foreign 
owned, mainly in the United States, and the oil 
companies have long-established eoleerene: very 
.often outright subsidiaries, in the oil equipment 
producing field in their country. That is 
naturally where they place their orders. That 
they would do precisely that was made inevitable 
when, in the early days of oll exploration -- 
and perhaps properly enough for that period == 
our national government allowed them the duty= 
free importation of all their equipment into 
Canada. 

Whatever the justification for 
that action in the earlier period, that 
situation is now long past. These foreign-owned 


oil companies are reaping hundreds of millions of 
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dollars in profit from Alberta Oils It. is now 
high time indeed that proper and adequate 
tariffs be instituted on the importation of oil 
equipment, and that thereby Alberta workmen 
and industries be given a fighting chance, 

That concludes my presentations . 
I promised you that I would be brief, | 

MR. STEWART: I hope you will not 
find this question offensive, because it is not 
intended to be that at all, but it is a question 
of logical consistency if anything. Your brief 
hasbeen urging an independent Canadian app roach 
to this question, 

MR. WEIR: Yes, 

MR. STEWART: And avoiding 
entanglements and pressures from outside? 

MR. WEIR: Yes, 

MR. STEWART: Consistent with that, 
would one not support independent Canadian unions 
rather than international eae 

MR. WEIR: I do. Our union is 
the first in Canada to establish comple te autonomy 
Maree ern of all our affairs in Canada, Asa 
matter of fact we are having a ihe eee to 
conclude that matter on the 29th of this months 
that is a national. referendum, 

MR. STEWART: Then I have 
established your consistency. 

THE CHAIRMAN: Thank you very 


much, Mr. Weir, 
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THE CHAIRMAN: Now we have Mr, 
Travers Smith, of the Cardston and district 
sheep bureau. We will mark your submission 
as Exhibit 69. 

MR. SMITH: Mr. Gordon and 
gentlemen, our organization did not hear about: 
this commission until just a while ago, We 
did not see your advertisement, but through 
your secretary we were honoured to come here 
and present our problems, We had prepared 
copies of this short brief for just the five 
members of your board, 

“iliac you a brief summary of 
what we have tried to doy, before starting on 
this brief, may I say that for the last two 
years the prices of our product have seemed to 
be depressed, We have asked our members of 
parliament who represent us in Ottawa, as well 
as our provincial members, to help us out in 
this sisal deel but we have not had very 
encouraging rekatasbiny 

This summer we met with Mr, 
Howe, the Minister of Trade and Commerce while 
he was here in Alberta, He encouraged us to 
this extent, by saying that if it could be 
proved that the importation of this product 
from New Zealand was affecting our problem here, 
they would look into it and probably do 
something about it. He said that had been 


done in the dairy industry. 
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Now I come to our brief which 
we have addressed to the Gordon economic 
commission, which is partly in the form of a 
resolution. 

Whereas dressed lamib has been 
imported from New Zealand into Canada in large 
amounts with only onechalf cent duty levied; 

Whereas importation of New 
Zealand lamb into Canada comes at a time 
when feed lot lambs are moving to market, adding 
a very depressing effect to western Canadian 
market and grass fat lambs; 

Whereas agriculture in western 
Canada has become a depressed industry and the 
condition mentioned.above adds to this already 
difficult situation; 

Therefore be it resolved that we, 
the Cardston and district sheepmen's association, 
request the government of the dominion of Canada 
to correct this situation, first by levying from 
3 to 5 cents duty per pound on New Zealand lamb; 
second, by curtailing to 3 million pounds | 
annually the imported lamb; third, by allowing 
imported lambs to be marketed only during the 
months of May and June. We feel that such action 
as suggested above will encourage and keep alive 
the sheep industry in Canadae 

In reference to the third 
recommendation, if I may go back to it fora 


moment, we find that our grass fat lambs start 
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on the market in July, and come on the market 
from then until the feeder lambs start coming 
off the feed lots as fat lambs, and they carry 
on until April. 

We have figures here to show 
that there has been a great decrease in the 
sheep population of Canada, dus in large part 
to the economy of our setup along with problems 
that we have here in the west such as predator 
control and so on, though we have whipped the 
predator control situation in some parts. We 
are coming es ee though not as quickly 
as we went dow. 

Then I come to wool, Canada uses 
about 100 million pounds of wool each year, “and~ 
produces about 10 million pounds, The final 
settlement for United States wool growers this 
year and last year was about 62 cents per pound 
for wool, while our enadt en wool price 
averages from 10 to 45 cents, and I do not think 
that is very conservative; it is plenty high, 

I have not the figures. on that, but I feel the 
prices are lower. 

The bulk of the wool imported 
comes from New Zealand and Australia, and we 
ask that eet o @ be levied on these imports to 
protect the Canadian wool grower and give him 
a higher price. 

Then attached to this copy of 


the brief which I will leave with the secretary 
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are market quotations for both Canada and 
the United States, and the cost of production 
for the two countries seems comparable, 

That is our brief. We have a 
little information, if you would like to 
ask questions on ite 

THE CHAIRMAN: If your industry 
were protected to the extent you suggest, by 
these tariffs, to what extent would you expect 
the industry to grow in Canada? 

MR. SMITH: Well, it is coming 
back. We did not know too much about the 
business in general throughout the dominion, 
so we asked that information be sent to us from 
Ottawa. 

According to the infomation which 
Mr. Pearsall, the director of ey ees services, 
gave us, a few years ago Canada was a net exporter 
of lamb and lamb products -= not of wool, of 
course, but of lamb. In the last three years 
or so we have been a net importer, and in 195) 
imports were equivalent to some 173,000 head, 
as compared with exports equivalent to about 
3,000. So the net import would be about 170,000 
head, which is a reversal of the situation which 
existed a few years ago. 

As I say, the markets are not 
altogether responsibie for the sheep business 
increasing. We had a lot of trouble here with 


predator control, but by scientific means we 
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have been able to overcome a great deal of 
that difficulty today. Tt was an uphill 
struggle to get that started. 

Locally, and from reparts we 
get from the marketing division in Ottawa, there 
isa gradual rise; but it has been very slow, 

THE CHAIRMAN: Is most of the 
industry located here in Alberta? 

MR. SMITH: British Columbia 
has some, and there are a few in the southern 
part of Saskatchewan. I have not the figures 
for Manitoba. I believe Ontario is down quite 
a bit, because we find they are importing a lot 
of lamb from the United States. 

According to this statement I have 
here, the United States is sending lamb into 
Canada over a 6 cent duty, or $2 per head on 
live lambs. They are whipping that é cent duty 
by sending in the live lambs, though under that 
duty in the last year they exported to Canada 
a considerable amount of lamb, but still we 
cannot get an equivalent price here in western 
Canada, and we cannot understand ito 

We would like to have that 
' question Beet d acicos why they can pay 
6 cents on their lamb from the United States 
and bring it across the border, and we are 
sitting here and we cannot get an equivalent 
price for our lamb, saan in eastern Canada. 


MR. GRAUER: Would the freight 
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have anything to do with that? 

MR. SMITH: I have not the 
figures on freight, except on cattle. To send 
calves from here to the east they felt it would 
take about a little over | cents to land them 
down there. But we have packing houses here 
that slaughter these lambs, and we wonder why 
they cannot take care of the: lambs here and 
send them down east as carcasses, as New Zealand 
sends carcasses. They send them in here with 
only half a cent duty 

| I may say that we have reports 
that they ort lamb which comes on the market 
from New Zealand at 39 cents in Vancouver, and 
we cannot touch that. The packers claim that 
when they buy our fat lambs at about 19 cents, 
which is ane 16 cents for a feeder lamb, it 
costs them 54 cents in Vancouver, so there is 
quite a spread. 

You will note that the lambs which 
come in from New Zealand are marketed at about 
the same time that the feed lot lambs come on 
the market, and they depress the price to the 
point where the feeder does not make enough to 
carry ONo 

This year the first efforts were 
made in our organization to control our lambs 
within the organization and at them as a lot. 
We asked for bids, and they started at 1h cents. 


In his letter to us, which was 
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received just before we sold our lambs, Mr. 


Pearsall made this statement: 


> 


"While undoubtedly the 
importation of lambs from the 
southern United States affects 
lamb prices in Canada, it would 
seem airficult to establish a 
cause for Canadian lamb prices 
being unduly depressed as long 
as they remain equivalent to 
or higher than lamb prices ia 


the United States." 


Along with the brief we have 
submitted market quotations from the Montana 
Stockman, and we also have Canadian prices. Our 
prices were around 13 to 1h cents for feeder 
lambs. In the United States, at the same time 
we were offered ll) and 15 cents, they were 
selling lambs on the range for 164 and 17 
cents in the middle of September, and for des 
cents at the first of October, so there is quite 
a spread. They have been doing that for the 
last two years, because that is the time the 
New Zealand lamb comes in. 

MR, LUSSIER; Is there any 
difference in quality between the Australian 
ana New Zealnd wool and Canadian wool? 

MR. SMITH: I did not quite 


understand that. 
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THE CHAIRMAN: Is the quality 
of Canadian wool as good as the Australian and 
New Zealand wool? 

MR. SMITH: TI understand it is 
not quite as good in general, though we have 


in Alberta a lot of sheep that are of the same 


breed you find in Australia and New Zealand. 


4 


There are more of the GQoapriedale type..of.-sheep 


they are using there, and the Rambouillet we 
are using here, which has a very fine wool, 
The merino type has a fine wool far clothing. 
I will admit that in general the imported wool 
is better. 

MR. GRAUER: The same type of 
sheep and the same quality wool? 

MR, SMITH2° Well, IT would not 
say that. Different climatic conditions tend 
to produce different qualities of wool, But 
we feel there is too much spread between prices, 
more than is warranted by quality. We also 
think Canada needs more sheep. It is the type 
of business that brings in pretty good money 
for the producer, and I believe a good many 
farmers could go into it. All up the mountains 
here cares trying to work into that. Our men 
are breeding for that purpose, to supply the 
small farmers with small flocks of sheep, 

MR. STEWART: There have been 
rarked fluctuations in the prices of sheep in 


Canada; they have gone up and down? 
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MR. SMITH: They have gone down 
considerably the last few years, and are coming 
back slowly. 

MR. STEWART: How is that 
expansion and contraction effected; who goes 
out of sheep production and what do they do, and 
who comes back into it? 

MR. SMITH: A few years ago, I 
would say about 10 years ago, especially here in 
Alberta, we had large flocks. Many of them had 
up to 8,000 head. Due to coyotes, bears and so 
on in the mountains, these men went out of 
business completely in our area. In small 
areas we have about 10,000 head of lambs. We 
sell 10,000 to 12,000, with about 200 members. 

MR. STEWART: What are the people 
doing who went out of the wuainese? 

MR. QMITH: They have gone into 
cattle. 

MR. STEWART: This is the point I 
am getting at, really; that cattle and sheep are 
-eompetitive, and as long as cattle prices are 
high, people will raise cattle. 

MR, SMITH: Well, we find that 
a lot of our people are going into sheep again, 
out of cattle, because we have controlled the 
predators. They took the profit out ofel be 
One man with O head of sheep loses 15 lambs. 
dines tilone man with 200 sheep loses 60 lambs to 


coyotes. He cannot afford it. Now we have that 
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controlled, and they are coming back into sheep 
in our areas. There are some areas that have 
not this predator control taken care of yet. 

MR. STEWART: I am suggesting 
that if by means of import duties you increased 
the production of sheep, you would do that at 
the expense of the production of cattle? 

MR. SMITH: Well, you might in 
some instances. That country will never carry 
very much livestock, it is true; but there is 
definitely more income from a flock of sheep 
for the money invested than from cattle, if we 
can control the predators. We would like to 
have a little support from the government along 
this line, so we are not beaten by the imports 
from another country. 

The price of lamb is much lower 
here than the price of cattle. Our lambs only 
brought us $15.60, that is for our feeder lambs, 
and we were only able to get that price after 
much dickering. Calves have been selling for 
18 and 19 cents. Heifer calves are slightly 
lower, and I would say they would average about 
17 cents. 

MR. GUSHUE: Is that a normal 
condition, that the price of lamb is lower than 
the price of beef, over a period of years? | 

MR. SMITH: There have -been times 
when lamb has been much higher than beef. 


THE CHAIRMAN: Thank you very much, 
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Mr. Smith. I must say that I sympathize with 
your presentation. I have some sheep myself, 


and I hope you make more money on yours than 
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THE CHAIRMAN: Now we will hear 
Mr. Hutchison, of the Calgary House Builders 
Association. We will mark your brief Exhibit 
7106 

MR. HUTCHISON: Mr. Gordon and 
gentlemen, first of all I would like to express 
the appreciation of the Calgary House Builders 
Association for being allowed to file our brief 
at such a late date. It was not until two days 
ago, I believe, that we managed to get in touch 
with Mr. LePan and tell him we would be appearing. 

IT am not going to ask your indulgence 
any further by reading the brief, in view of the 
limited time we have. However, there are one 
or two points which perhaps I can bring to your 
attention, and I know the brief we have filed 
will be given your consideration at a later time, 

The house building industry in 
Calgary is of considerable size. During the 
current year it is estimated that there will be 
built approximately 2,500 single family dwelling 
units. The cost to the consumer will be 
approximately $30 million, and the average number 
of persons employed in this industry is 
approximately 3,000 to 3,500, with an estimated 
payro#l for this year of some $10,500,000, 

The house building industry in 
Calgary has been dependent to a large extent on 
Calgary's increasing population. I have heard 


it mentioned that there are people coming into 
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Calgary to build houses for people who are 
coming in to Calgary, and that vicious’ cycle, I am 
afraid, is in part true. The Calgary House 
Builders Association is concerned over the 
establishment of diversified industries in 
Calgary to take care of future demand for houses 
tobe built. 

There is another point I would like 
to make in this regard, which is related to the 
impossibility of the house builders to provide 
adequate housing for the average wage earner. 
The demand for houses, if such houses could be 
built, would far exceed the present demand and 
would take care of this anticipated decrease in 
the demand for housing. From the figures we 
weve been able to obtain it would appear that 

_the average wage earner in Calgary earns 
approximately $3,100 a year. Those are figures 
which were supplied to us by the chamber of 
commerce, and I believe they obtained them from 

the Canada Gazette. 

The. average wage earner would, 
on such remuneration, be able to obtain a 
maximum mortgage under the National Housing Act, 
of $7,500. That is allowing $160 for city 
taxes. It has been the policy of the line 
company lending institutions in Calgary under 
the National Housing Act to.restrict the lending 
of most loans to houses having a minimum square 


footage of 850. This 850 square foot house can 
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only be built at a cost of approximately 

$8,500, and to this figure must be added the cost 
of providing land, which is averaging approximately 
$1,500 per lot, The lowest cost house financed 
by the line company lending institutions is 
accordingly $10,000. 

The average worker, to purchase 
such a house, has his $7,500 mortgage to work 
with, and has to make up the difference of $2,500 
for a down payment, It has been the experience 
of the Calgary house building industry that the 
ee worker just does not have $2500, to,put 
down on a house. 

The average house being built in 
Calgary costs approximately $11,500. The average 
loan is $9,600; and to obtain a mortgage of 
9,600, the mortgagor must have an annual income 
of not less than $4,050. 

It appears to be an anomalous 
situation that the average wager earner must pay 
a down payment of #600 higher than the average 
to obtain a house which costs $1,500 less. 

The Calgary House Builders 
Association-has made several recommendations in 
this brief as to how the cost of housing may be 
decreased to open up this market to the average 
wage earner. The first recommendation deals with 
mortgage insurance » There is an insurance policy 
effected between the lending institution and 


Central Mortgage. and Housing Corporation of 
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approximately 2 per cent of the loan value, 

which guarantees to the lending institution the 
repayment of the loan in case the mortgagor fails 
to meet his payments; that is putting the 
procedure very simply. This means an amount of 
#188 on the average loan of $9,600. 

There are two alternatives which 
could be employed to reduce this mortgage premium. 
In the first place, it is presently deducted from 
the actual mortgage proceeds; in other words the 
contractor is getting that much less on his $9,600 
mortgage. The idea of the Calgary House Builders 
Association would be to have that mortgage Boca eye 
which is now paid in one lump sum, spread over 
the term of the loan in addition to the present 
mortgage payments, in other words make it an 
annual premium on this policy, and have the 
dominion government guarantee the repayment of 
the loans. 

The second suggestion they put 
forward is the question of prepaid utilities. 
Utilities in the city of Calgary are prepaid a 
all new house developments; that is the curb, 
sidewalk, sewer, gravel road and that sort of 
thing. The mortgage companies are allowed, under 
Central Mortgage and Housing, to increase their 
loan by 70 per cent of the average cost of the 
utility. The average utilities cost $1,100 
in this city. If the lending institutions were 


allowed to increase the mortgage loan by 100 per 
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cent of the actual cost of the utilities, it 
would free some $300, which in turn would 
reduce the price of the housing. 

The last recommendation of the 
Calgary house builders in this regard is to 
encourage the development of smaller square 
footage houses. It is presently possible for 
the line companies to finance the construction 
of a house which would be available to the average 
wage earner, and which would have between 700 and 
800 square feet, but the present line mortgage 
companies have felt that this is not an attractive 
proposition, although it is possible under the 
regulations of the Central Mortgage and Housing 
Act. 

This in brief points out a few of 
the problems which have been raised by the Calgary 
House Builders Association, and I will not take 
up any more of the time of you gentlemen, I know 
you will read the brief, and if there ace any 
questions resulting from it we would be pile ased 
to have you direct them to my office, and I in 
turn will hand them over to the house builders 
associationoe 

THE CHAIRMAN: Thank you very 


much, Mr. Hutchison. 


At 12:15 pem. the commission 


adjourned. 
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The commission resumed at 


oo 3 OR sims 


THE CHAIRMAN: Well, gentlemen, 
let us come to order. The first item this 
afternoon is a presentation by Mr. Nielson, 
president of the Husky Oil company,which we will 
mark as Exhibit 71. 

I may Say, Mr. Nidson, that we 
appreciate very much the fact that you come here 
at some considerable inconvenience to give us _ 
the benefit of your thoughts and ideas, and we 
are looking forward to hearing your presentation. 

MR. NIELSON: Thank you, Mr. Gordon. 
I did not realize until I arrived up here and had 
a chance to look at the newspapers how much 
interest was being shown in this commission and 
its activities, I must say that is more the case 
here than it has been with a great many commissions 
I have attended in the United States. Certainly 
to anyone interested in Canada and its future 
welfare the purposes and possibilities of this 
royal commission on Canada's economic prospects 
are most encouraging, and einsaetige it a privilege 
to appear before you. 

I see by the reports that you have 
covered a great many subjects here, and I would 
like to limit my remarks to certain aspects of the 
petroleum industry, an industry which I am convinced, 


of course, is destined to- play a rather important 
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role in Canada's future economy. 

My personal experiences in Canada 
began a little over 50 years ago. I was born, 
raised, educated, married and we had three of 
our five children before we left the province of 
Alberta, Between 1928 and 193), I farmed in 
southern Alberta from 500 to 1,000 acres each year 
and ran 2,000 sheep. To anyone who farmed or 
ranched during that period, I need say no more. 

To others I have often said that my education 
included agriculture and economics at the 
University of Alberta, but when the bd sored wes went 
out of agriculture I was forced into a different 
business. Thus it was more necessity than choice 
that caused me to leave Canada in 193 to start 
over again in the United States. I have made these 
personal references only to explain my deep and 
sincere interest in Canada, its people and its 
prospects. 

In 1938 I organized and started a 
small oil business in the United States which is 
now known as Husky Oil Company, and when we decided 
in 196 to participate in Canada's oil development, 
I felt a great deal of satisfaction. To come back 
and see the difference in the economic conditions 
in Canada, compared to what they were during that 
period from 1928 to 1934, was a real satisfaction 
to me. 

Young companies such as ours are 


normally not equipped to make long range economic 
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studies like those made by the older and larger 
companies, so I know there are others who have 
appeared or can anoear before this commission who 
are much better qualified to report on the 5-10-20 
year future of the oil industry. However, by 
reason of the problems and difficulties which 
accompanied the building of two small integrated 
oil companies, one in Canada and the other in 

the United States, I do feel qualified to comment 
on some Canadian laws and regulations that can 

and do seriously affect the economic prospects 

of the Canadian petroleum industry and ee 
of Canada itself. T have no intention of posing 
as an expert with technical knowledge of these 

laws and regulations relating to income taxes and 
financing -~ and if I did so I would soon be | 
exposed -- but no management can be unaware of 
their practical application and make sound business 
decisions. 

In my opinion the economic prospects 
of Canada will depend in large measure upon how 
well its petroleum resources are developed, and in 
that regard I would like to read the following 


statement with which I am in full accords 


"A country's oil resources 
are best developed when all who are 
engaged in petroleum operations <== 
its own nationals and those of 
foreign nations -- compete on equal 


terms, Favoured treatment of one 
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group at the expense of another, 
state monopolies, or state 
competition in any phase of oil 
retard maximum developmentoooo 
Finding oil calls for the efforts 

of a great many people of different 
characteristics. Despite the 
development of scientific methods, 

a major factor in discovery is 

still a willingness of many 
individuals and competing industry 
units, exercising independent 
judgments, to take risks. The 
chances of finding oil are increased 
as more people are encouraged to 
accumulate and venture their capital 
on their own initiative. The 
participation of many....provides 
those multiple sources of initiative, 
imagination, and responsibility, 

out of which springs a great variety 
of discoveries and inventions, 

new ideas, and tremendous 


productivity." 


In disregard of such a basic and 
sound approach for developing the Canadian petroleum 
industry, there have been many complaints that United 
States money has come to Canada and taken over the 


oil business. It is true that considerable United 
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States money has contributed to the rapid growth 
and development of oil and gas in Canada. Frankly, 
much of the progress of our Canadian company can 

be traced directly to the availability of certain 
United States capital which we frequently refer 

to as tax money. The Cenadian laws and regulations 
which I wish to discuss do not discourage this 

kind of United States money, but they effectively 
block comparable Canadian money. .I do not agree 
with Premier E.C. Manning's suggestion before this 
commission that it has been a lack of faith among st 
Canadians which accounts for their relatively small 
participation in their country's oil development; 
rather, it is the tax provisions which are in their 
law. Strangely enough, it is the Canadian company 
and Canadian individual who are denied the opportunity 
to compete on equal terms with their United States 
counterparts. Usually if there is any favourtism 
at all, it is toward the nationals of the country 
in which they are operating. 

With this unequal competition, it 
was only natural that vast sums of United States 
money came into Canada, and is playing such an’ 
important part in the oil economy, I would like to 
add that in my opinion, had it not been for this 
source of money the oil development picture in the 
west would have been set back many years. I would 
hesitate to say 10 to 15 years, because it takes 
a lot of capital in this business, as I point out, 
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years ago, not because of any great insight or 
discerning ability, but because I understood the 
prohibitive effect of certain Canadian income tax 
regulations on Canadian risk capital. 

Possibly I could add there that in 
building our company from a very small beginning 
in 1938 in the United States, we took advantage of 
this type of money to help us in a lot of our 
early developments, We would take the initiative 
of getting the acreage and the different plays 
together. Then we would get in touch with someone 
in a high tax bracket to join with us and stand 
the major portion of the cost of drilling, settling 
with him for some lesser percentage interest. 

By following that type of programme 
we were able to stretch our Husky dollars to two, 
three and sometimes four times what they might have 
been had we just carried along on our own. So when 
I found that situation here I was a little more 
conscious of it than I would have been otherwise. 

I think United States capital will 
continue to play a major role in Canadian oil 
developments so long as so many sources of Canadian 
capital are economically precluded from 
participating. When our company was first planning 
to enter the Canadian oil picture, I expressed my 
feeling of concern at every opportunity to persons 
prominent in Canadian financial circles. Among 
them were Dr. W.C, Clark while deputy minister of 


finance, Graham F. Towers, governor of the Bank of 
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Canada, S.G. Dobson while president of the Royal 
Bank of Canada, and Donald Gordon who later became 
president of the C.N.Ro 

The first income tax provision I 
wish to discuss is the one which denies a Canadian 
individual or company the privilege of using his 
income before taxes to drill oil wells. In the 
United States we can deduct the intangible drilling 
cost of a well from our income. If we have an 
income of $200,000 and the intangible drilling 
costs are $100,000, our effective rate of | 
taxation is $100,000, A United Syates eres 
may deduct such costs from his income regardless 
of the source of that income; he does not have to 
be in the oil business, as he does here, and the 
result is that the United States taxpayer is 
risking the equivalent of as little as 10 cents 
out of a dollar while the Canadian taxpayer is 
risking a full 100 cents. I do not mean that 
everybody in the United States is paying in the 
90 per cent tax bracket, but there are a few, and 
those are the individuals who are quite interested. 
They play a very important part in the finding of 
oil. 

THE CHAIRMAN: Have they played as 
important a part in the finding of oil here as 
they have in the United States? 

MR. NIELSON: I think so, proportionately. 
A well that could-produce oil might be very successful 


to the United States taxpayer because of his small 
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real cost, but it would not necessarily be so 
to the Canadian taxpayer who has a cost up to 
ten times greater. 

Not only that, but for a Canadian 
individual to have any right to deduct oil 
exploration and drilling expenses, he must belong 
to a syndicate or partnership. And if he should 
be a member of two such oil syndicates, one with 
income and the other with excess deductions, he is 
not entitled to offset one against the other. 
That is kind of a rough deal too, 

Another tax provision is the O35 
which considers costs of acquiring acreage for 
oil and gas prospecting as capital expenditures. 
If, after considerable more money is spent in 
evaluating and testing -- I mean after the 
acquisition of the property in the beginning <-- 
the acreage is worthless, the Canadian taxpayer 
must recoup his acquisition costs after he has 
paid his income taxes, There is no privilege of 
charging that to the costs of operations, which 
it seems to me is just a natural and reasonable 
approach to it. You go out and get your land. 
Then you have to do costly seismic work in 
evaluating it, and it is only a small percentage 
that really proves valuable, so there should be 
some means of charging off that cost when it does 
not prove up to have oil. 

On the other hand, his United States 


competitor can recoup those costs out of his income 
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before he- pays taxes. if the two taxpayers are 
companies, the economic result is obvious. The 
real cost to the United States company would be 
just about one-half of the cost to the Canadian 
company -=- or, the United States company could 
afford to pay twice as much to acquire the acreage 
as the Canadian. The effect of such tax 
discrimination is not only ridiculous to me 

at least; it can and does have a detrimental 
result for a Canadian company trying to grow. 

That is really important. Suppose 
in agiven year a Canadian company raises $200,000 
for an oil venture, and a United States company, 
having other income in the United States, decides 
to spend $200,000 in Canada in the same way. Or 
to make it even a Little more comparable, let us 
suppose the two of them even join together and 
buy two blocks of acreage, each costing $200,000. 
To simplify the example, cores else drills 
exploratory wells on the two blocks of acreage and 
one is worthless while the other is successful. 
The successful acreage produces $50,000 of income 
for the two companies so that each is entitled rs 
half, From the standpoint of hard economic fact, 
each company has lost a net $75,000 for that year's 
effort; $100,000 was lost in the worthless 
acreage and $25,000 was gained from the other. Yet 
the Canadian company must pay taxes on its #25, 000 
while the United States company, though paying 


Canadian taxes on its $25,000, is entitled to 
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deduct from its other income the $100,000 loss 

and the Canadian income taxes from its United 
States taxes on other income. Another way of 
expressing the same situation is that the Canadian 
company must secure twice as much income as the 
United States company in order to recoup that 
$100,000 loss. 

For a company to continue in the 
oil business, it must continuously acquire and 
evaluate new acreage. A young company must use 
a large amount of its income attempting-to find 
additional production. If it doesn't, it eventually 
dies. Reasonably, it should be able to measure 
and plan its activity by the amount of its taxable 
income, but a Canadian company cannot afford to -- 
it must gauge its activity by its income remaining 
after taxes. 

The next tax provision which is 
detrimental to the Canadian participant in oil 
development is the manner in which the depletion 
allowance is applied. In the United States, the 
allowance is applied separately to each producing 
property and the operator is consequently encouraged 
to use his income after the depletion allowance 
for further acquisitions, exploration and develop 
ment. In fact, if he does not do so he is eventually 
out of business. However, in Cenada, the 
depletion allowance is applied only after expend= 
itures for further exploration and development so 


that there is actually little, if any, depletion 
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allowance. This is a real difficulty with a 
company that is active at all. This is a real 
deterrent to a smail company looking for oil, and 
as a matter of pure economics, the Canadian company 
should quit once it has found some production. 

That sounds like a ridiculous thing 
to say, that once you have found production and 
developed it, you should quits; but if you will 
take your pencil and figure out the cost where 
somebody has discovered a million barrels of oil 
reserve and where they are going to go on and keep 
producing it and look for more oil, versus een 
it at that time, you will find that they would 
actually be better off to sell that oil than if 
they had produced it and paid taxes, Perhaps 
that is why there are many small Canadian companies 
not as active as they once were in what must be 
a never-ending search for new oil, 

Another aspect of the depletion 
allowance == and this has bothered us a lot -- 
is that in Canada there is no choice of method. 

The theory of percentage depletion is sound because 
it is based on very practical problems. Yet there 
should be the opportunity to choose what is termed 
cost depletion, which is a depletion allowance 
direction related to the taxpayer's actual cost in 
a property. The purpose of and the principle 
behind the allowance for depletion is similar to 
the allowance for depreciation. It is through the 


allowances for depletion and depreciation that a 
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taxpayer is supposed to be able to recover the cost 
of his assets which are producing income, However, 
the unavailability of cost depletion to a Canadian 
oil company results in a severe handicap. An 
example of that might be as follows: 

It is entirely possible for one 
manufacturing company to have $1 million invested 
in depreciable assets and another only $200,000 =.= 
yet each might earn $100,000 per year before any 
allowance for depreciation, It would be most 
unreasorable and unfair to limit the depreciation 
allowance of each to some arbitrary percentage of 
its income, Yet that is how the depletion allowance 
is provided for Canadian oil companies, It As that 
situation which makes it difficult if not impossible 
for a small Canadian company to borrow funds to 
buy developed properties, and why it cannot compete 
in offering the going prices for properties put up 
for public sale. Without cost depletion, it is 
almost impossible for a young company to earn enough 
money after taxes to pay its debts and still grow. 
I have added this sentence here also, Many times 
our company up here has found desirable biocks of 
acreage and if it were subject to United States tax 
laws it could afford some of them. But up here it 
can't. 

We have sat down more than once when 
we have had an opportunity to buy even a block of 
proven acreage and tried to evaluate it, to see how 


we could buy that property and pay it off after taxes, 
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and it just did not figure out very well. 

With these income tax provisions 
handicapping any Canadian desiring to participate, 
it has been only natural for United States capital 
to play an important role in developing Canada's 
oil industry. I am not presenting a brief for 
United States capital. Possibly if I had not been 
born and raised in Canada I would not have had the 
same concern over this situation, 

If I could just digress for a moment, 
when we entered the Canadian oil picture we did so 
by building a refinery at Lloydminster, because we 
were very limited in the amount of money we had, 
and we had hopes that we could make enough money 
from the refinery operation to allow us to get a 
toehold in the oil business. 

We immediately started our programme 
something like we did in the United States, and 
acquired acreage. We got together some l. million 
acres that we thought were quite desirable. TI 
had an introduction to sources of Canadian 
capital that were very keenly interested, but 
found that they could not make any charge against 
their income from Canadian companies unless that 
was their major business, 

So, after canvassing that situation 
for some period of time, we turned around and went 
to the Phillips Petroleum company, who entered the 
picture and picked up the big end of the cheque 


for a half interest in these properties, so we 
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were able to carry on. 

The fact that a company such as 
Phillips Petroleum ‘company would take a partnership 
with us in that acreage was evidence that it would 
have been a good play for Canadian people as weil; 
but with their tax provisions the way they are at 
the present time they just could not possibly do its; 
and of course since that time I have never wasted 
any time taking propositions ofthat dina to anyone 
in Canada, but we have had lots of United States 
capital that has participated with us in various 
places on a similar basis to the one I have just 
mentioned, and personally I feel that this is a 
real handicap. 

That is why I feel that I cannot 
agree with Premier Manning that it is a lack of 
faith by Canadians in Canada or in the oil picture 
that has prevented them from putting money into it. 
It is the natural result of a set of circumstances 
in which they could not do anything else, because 
we are pretty well governed by our laws and our 
regulations, and it has worked out, I think,to 
quite a handicap to any Canadian who desired to 
participate in this programme. 

I cannot believe that Canadians 
generally are not just as venturesome, that they 
have not just as much faith in their country, or 
that they would not do anything they could to 
bolster its economy, as any other people would be, 


T would like to deal now for a moment 


wm 


af 


— 
- te ae a 


t 
, 
€) ’ 


2 IV 


Blwou elqo 


pico 


cent 


ot b.oyow yusgmos: Te ae 7 
gpehive.ecsow ogretos, add, at celal 


iretbhansad 


mv 
i*o snott teogorg snioed emit yas 
pe tof Bac evad ew tud Sb ead at ‘a 
btw, b gisit«ag ead. tat letigas a 
$3 etesd telinte 0 esosta a 


‘ 5 


ti | 


_— ous 28 0 
109.A.tdadd tor? ofl 


a 


ae 


i 


vad 
tvoxg xet tied? n@iw ted 


, = 


ved3 omit taeeexg edt 


107 valg boon & ceed 


enols 


eotite eervoo to Bas | 


+. I. viw.et, teril 
fiumeM telmexd ditw oe: 


sTRS 


a 
it os Whe £20 Fo 


@ $18  arrol) vd tial 
hbetrevetq ean pads 


jigeert Lasstan pdtiel S$. 


me of ton hisoe yeds, dotdw alt 
yo om 8 Liew yisetq ets ew 
cr De row ead tf base + ao tief SIROW 


quotbaad #& edissp 
-somangoxrg etdd at etaqgtloldis¢- 

eveliried tonnao I 

Retutney, sf 0easl for ets ¢llereney F 

edit ab avis) doum 2s test ton evead 

nares bi ssow vest or e 


Cae / 


canto Ye 6a ,ymomode ett es 


aiiddyas .ob 


eb of ef LL bivow 


- 251 = Mr. Nielson 


with another problem we have had up here. I do 
not know whether you will recall from that 
introductory paragraph I read that it is necessary 
to get large aggregations of capital. Particularly 
is this so when you have the good fortune to find 
production on some tract of land in which you have 
quite a little acreage. Wells are very expensive 
to drill, sometimes, and when you find one that 
is productive as a rule it must repay far more than 
the cost of drilling, because there is such a 
large percentage of dry holes, So in the United 
States we have always followed a policy in our 
company that when we were fortunate enough to have 
a discovery, we would then work out some programme 
of first mortgage financing for that particular 
field, Usually you could make out arrangements 
so that every time you completed a successful well 
and it was properly evaluated, you could borrow 
the cost of the drilling, which would be repayable 
over a.rather extended period, 

Other laws and regulations shut 
off certain sources of capital to Canadian and none 
Canadians alike, In this connection, Mr. Chairman, 
I have always felt that once oil is, discovered and 
the reserves properly determined, an oil well and 
the production from it are better security for a 
long-term loan than is a building of brick and 
steel, 

That is startling to a banker or 


to any individual who has not worked with oils but 


a 
fisoet cttw ‘Oy - nie vor tor A 


oe ie gee 


; <~ , - al aed : 
yusetsoen el ct tend heer I dgergersq cued mene — 
eh 


vai tita% t: thqes to ecottagorays ootal tex seh 
*, 


; 
Sak? of onuteot boog anid evad soy mew on atid ‘ae . 
eval voy dotdw of Boel “to somry emos fo noktosibotg: 
ev! eyeqees yrev ers effow °. saQRetss oftd ts 8 etiup? 
. ted? eo bal? soy netw bre ,eemistomoe Site ee Cob. 
7 : 
ett euomt cet veger Jaster $2 efor ia ee . avitenbotq. a a 
a dows at etait esreved sortiliad: Qo deoo ond : hs 
Beatin’ ‘ent af sé ssoLlod’ Yah To ensdnesteq: ental : - i 
tuo at yotfog s bewollot eyavls evad’ ow eednee’ ie 
even of sguone *teamrt+ot stew ew nedw tadi et | 
sumargoTy amoe Juo Avow ned? b{srow ew cerevooelb: at 
catuetdqedq tadt ot at digas iilin Suna duees to 
aditem>amertre to edsm Bilwoo voy yilsased bLort* 
) tal 
(fow Lu'beeesors a betelqnos soy emit yreve tad? pee: oe 
worted Binoo soy \betanisvs blind ai esw df bra) 
sidevadet aed Bisow dolkriw antic te eft To. tao act 
‘af 
woitted Behbasetxs steriat. as T9vo 
+ecia ecotieluomed bas ewal + ecitO 


-ou bis paibeemS of Isticqss To esoroe nhatres. 110" oh om a 


femrt edo sam .mekdcennos eidd nil” .ontis a 


\+ 


A bra Desxevooetbh ef [to eono tats tiet eyawis eved Ty 


Pas 
a Sane Ifew [to os ,bontwreteh yirsqorg ae 7 


s Tol yi iurses Ted ted ote of mort sto breubo a ett: 


A 
bose aAsted %o sent bitihese! a al macit ttaol mrad =an02! 


. 7 
; 1 tetosd a o¢ ottitiuate et tact a 
< i dod _ & 
i a call (Ike dil tw Sestrow tort eet ow itil tbint © Une 8 
- . 
= ; 7 ae 


ne pe 


= 2512 = Mr, Wielson 


if you had worked with the insurance companies 
as I have been forced to do over the years we 
have been in business -- and the banks are even 
accustomed to that type of lending == they will 
tell you they would rather have reserves in the 
ground as security for a loan than a building, 
Ultimately there will always be a market for 
oil, There has never been a barrel of oil 
discovered or a foot of gas for which there has 
not been a market sometime, The worst that can 
happen is that maybe there will not be a market 
temporarily. It will not be like a were ae 
where you have your maintenance, your depreciation, 
your cost of upkeep and everything else. That oil 
will stay right there in mother earth's reservoir, 
where’ it has been these millions of years, It 
will not depreciate, and it will not run away. At 
the most it will cost a watchman’s wages, but he 
can watch a large number of wells; and some day 
they will get their money. 

The Chase bank, with whom we have 
dealt over the years, told me that in all the 
oil loans they have made, they have never lost any 
money. That speaks well for the evolution of the 
oil business itseif, as well as the administration 
of the people at the head of it. 

I am rather digressing here, But 
it may be many years before the investment in an 
oil or gas well is returned and, as I have indicated, 


it takes even longer for the Canadian operator. 
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Because of that delay, debt capital must be 
available which can be repaid over a period of time 
more related to the income producible from the 
well, In the United States, the lifeblood of 

the small oil producer is long-term mortgage loans, 
and it was that kind of capital that enabled our 
United States company to grow. However, at one 
stage in its growth I became so discouraged with 
shorteterm financing that I had made up my mind 

to sell out if we could not obtain at least a tene- 
year loan. Over a year of uncertainty passed during 
which I was constantly seeking a long-term loan. 
Finally the Chase National Bank in conjunction 
with an insurance company made us our first ten- 
year loan and I can honestly say that our United 
States company's real progress dated from that 
time. 

Consequently it was a matter of 
serious concern to me when I learned that banks 
and insurance companies here in Canada were not 
only unfamiliar with 10 to 15 year loans secured by 
oil properties but that they were prohibited from 
making them. 

It is true thatcapital from common 
stock financing is more available here in Canada 
that it is in the United States, but there are 
strict limitations on that, That is really a 
feature of the participation Canadians do have; 
that is, the availability of common stock financing. 


We are far ahead of the United States in that field, 
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in our experience. In the early period of a 
company, common stock money can be very 
expensive because it discounts value and potential 
more than any other kind of capital. We have 
also found that debenture financing is perhaps 
easier in Canada, but our experience has 
indicated that it is manufacturing properties, 
not oil properties, which adapt themselves to 
such financing. 

The reason I say common stock 
financing is very expensive is that I have a 
philosphy something like this, For a small 
company to start to achieve some period of growth, 
it has to have some continuity of policy, It 
has to have some proprietary interest, you might 
say. It has to have some one or two individuals 
who are vitally interested, That is their main 
concern, their main business, and if that goes under 
they lose everything they have, If you cannot 
get this type of financing I am talking about with 
your first mortgage loans, you have no other choice 
except to dispose of a very material portion or” 
common stock, which I believe in the long run a 
causes a lack of that direction that is so necessary 
to get a young company started in a period of 
growth. 

I firmly believe that the economic 
prospects of Canada's petroieum industry are 
practically unlimited, but by reason of present 


tax and financing laws and regulations Cenadian 
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citizens and Canadian companies are both 
handicapped and limited. They should be able 

to take a bigger part in the development of their 
oil resources, but aesude of restrictions on 
their ability to use income, the unnatural 
treatment of costs of acquiring properties, the 
unrealistic and limited application of the 
depletion allowance, and the unjustified 
restrictions on certain sources of funds, they 
are handicapped in having to compete with foreigners 
on unequal terms, Without the full participation 
of Canadians, the entire development of Canada's 
petroleum industry will suffer. 

In 1949 Dr. Joseph E. Pogue, a 
vice-president of the Chase National Bank, who 
really started the oil financing department for 
the Chase, and one of the world's leading oil 
economists, made an address before the Investment 
Dealers! Association of Canada.in Toronto in which 
he said: 

"Experience with oil developments 
throughout the world has demonstrated 
that four conditions are necessary 
to attain really important results. 
First, the source must be adequate, 
Second, conditions must be such as 
to attract a multiplicity of competing 
efforts, to stimulate the application 
of complicated and costly technologies, 


and to encourage the formation of the 
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necessary capital. Third, 
markets must be available or 
subject to development, And 
finally, the setting must be such 
as to inspire confidence for 
maintaining a continuity of 


effort.f 


I refer to Dr. Pogue because I think 
he played the most important part not only in the 
oil business in the United States but on a world 
scale as well, and he has had a very broad 
experience in the field of loaning and a broad 
experience in watching oil developments all over 
the world, and I feel that is a very pertinent 
statement which he made. 

I am confident that the undiscovered 
oil and gas reserves in Camada are greater than 
will be estimated by even the most optimistic 
petroleum engineer or economist. I believe even 
the markets which are now lacking will be 
developed. The flow of capital into Canada shows 
clearly that an atmosphere of confidence exists 
which will maintain that necessary continuous 
effort. So a lot of the factors for a successful 
oil industry development are certainly here in 
Canada. 

In the main, politics has stayed 
out of the oil business in Canada which is 


absolutely necessary in order to preserve that 
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atmosphere of confidence that is necessary for 
the free flow of capital. Capital is liquid, 
and it will flow any place where it can anticipate 
the best return, and I think there is plenty of 
confidence in Canada. Fortunately, there have 
not been many instances where political 
considerations rather than economic ones have 
influenced the industry's natural development. 
There is no question in my mind 
but that Canada has before it a great and 
important future. I also realize that the 
petroleum industry in Canada is relatively new 
and it is only natural that the income tax and 
financing regulations have not been tested to the 
same extent as in the United States. In calling 
to your attention these adverse tax factors and 
financing impediments in Canada, I do so with the 
hope that these obstacles to the most efficient 
development of this great petroleum industry can 
be removed. Otherwise Canadians will not be 
allowed to compete on equal terms with others nor 
will they play their full part in the development 
of oil in Canada. | 
THE CHAIRMAN: Thank you, Mr. 
Nielson; that is certainly the clearest 
presentation of the tax picture we have had. Le 
you were not so busy in the oil business I would 
like to persuade you to come into my kind of 
businesse Certainly it is very clear, and we 


are most grateful to you. 
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We would like to ask you a 
question or two about markets for oil that may 
be developed here, if you would care to give us 
the benefit of your views on that subject. Do 
you think markets will be developed roughly rs 
proportion to the discovery of oil? 

| MR. NIELSON: Yes, I think so. 
It will take time, as I made the statement while 
going through the paper. There is an old saying 
that there has never been a barrel of oil 
discovered for which ultimately there will not be 
a market, and I think that is true. Tt takes 
time sometimes, but your population is small in 
Canada comparable to the great acreage and extent 
of the country you have; but it is developing at 
a terrific pace, 

Oil is a wasting asset, and it is 
becoming more and more costly to find oil in the 
United States. The depths to which we are drilling 
these days are depths that were undreamed of a 
few years ago, and the costs of finding oil are 
going up at an alarming rate. I cannot help but 
feel that over a period of time markets will be 
developed for the oil. 

THE CHAIRMAN: There was some 
discussion yesterday as to what effects the 
proration system here may have on the role of 
the smaller companies. Would you care to 
express any views on that particular policy? 


MR. NIELSON: I have been on both 
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sides of the fence on that question. I think 
there are times when the initiative and the 
resourcefulness of some one operator, a small 
operator let us say, through his own efforts, 
unhampered by regulations, may find a greater 
percentage of markets for his company than his 
neighbour. But if you take the effects on an 
over-all basis, and I think even for the small 
operator, I believe they are better off where 
kes is a fair and equitable division of the 
market than they are otherwise. In fact some 
insurance companies will not even joan on oil 
in the United States unless there is some 
effective regulation which they think will assure 
a fair portion of the market to everyone, 

So even though for the immediate 
present it might make some difficulty for the 
small operator, I believe over the long pull 
he is better off with a fair proration of the 
market. 

THE CHAIRMAN: In Alberta it is 
our understanding that under the reservation system, 
while technically there is a restriction on any one person 
or any one company to two properties, of 100, 000 acres 
each, in practice that is not applied; and that 
in practice, companies acquire a great deal more 
acreage than that. We were also given to 
understand that that was not necessarily the case 
in Saskatchewan. 
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the desirability or otherwise of restricting the 

acreage any one company should have under 

reservation? In other words, is there any difficulty in 
acquiring more land for drilling purposes by new 

people coming into the field? 

MR. NIELSON: In the early years 
it was quite easy, but now that the exploration 
and development has reached the present stage, 
yes, it is more difficult. But I think that is 
only a natural consequence. Anyone going into a 
newer country can always find acreage available 
after the programme has been under way for a 
few years. . | 

I do not think I would care to 
comment particularly on the differences in the 
regulations as between the two provinces. One has 
one method and one the other, 

MR. STEWART: My recollection, Mr. 
Nielson, is that your company has been, at least 
in the past, particularly concerned with the heavy 
oils. Is that correct? 

MR. NIELSONe Yes. 

MR. STEWART: Are there any paeitenlar 
problems related to that type of operation to which 
you would like to refer? 

MR. NIELSON: How long does the 
commission have this afternoon? 

MR. STEWART: I gathered that we 
wanted to hear you talk. 


MR. NIELSON: There have been and 
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there still are quite a few problems in connection 
with the heavy oil; but our company in the United 
States, up until the last few years, has been 
essentially an operator handling heavy asphaltic 
oils, and we have rather specialized in that field. 

It was that which caused us to 
receive an invitation to come to Lioydminster and 
build a plant when there was no market for those 
heavy oils, There are a lot of problems which 
are peculiar to that heavy oil that are not 
peculiar to some of the other oil operations, It 
does not cost as much to drill a well. It is 
rather hard to use some of the scientific methods 
for discovering these oils, because in such small 
pools, with such small differences in their 
structural factors, they do not show up too well 
to start with. 

Then after you find the oil you have 
the problems of the desalting, dehydrating and 
descenting the oils, because in most cases the 
formations of oil and sand are so intermixed you 
produce them both, so your costs of producing 
the oil are -higher. Then its viscosity is very 
high, I will not say it is impossible, but it 
igs almost impossible to have any pipe-line that 
would be practical, so you have to haul it in 
trucks, and there is so much water in it we cannot 


buy it by the barrel so we have to buy it by the 


_-ton and then measure the water that is in the oil 


and deduct for the sand and water, Some of it is 
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now being dehydrated and descented in the fields, 
and we have had a lot of problems in connection 
with that. 

Then the reserve per well has been 
a question of so much controversy. It certainly © 
is not large; and the surprising thing to us has 
been the extent of the discoveries and the 
availability of the oil. There is undoubtedly 
a large amount of that oil in the neighbourhood, 
and once we get it into the plant it is certainly 
ideal for asphalt purposes. 

We get some characteristics Ciére 
that we cannot get in the United States, where we 
are operating, and which we think are very 
desirable. If you could tell us how fast this 
road programme is going ahead, we could probably 
give you some ideas on the possibilities. 

MR. STEWART: I think that is 
en te oder tent: thank you very much. 

MR. GUSHUE: Have you any 
observations on the tariff position as between 
Canada and the United States with regard to oil? 
I am referring to the customs tariff. 

MR. NIELSON: I do not think I 
could express anything that might be very helpful 
to the commission, other than perhaps a general 
feeling that exists amongst the majority of oil 
people, which is one of very good feeling toward 
Canada. They regard Canada as something more 


nearly like another state, and they feel that 
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reserves in Canada, in the event of a war or an 
attack by other nations which might shut off foreign 
oil, would be available. 

Whenever you hear tariff discussions 
there is always a disposition to discuss a 
preferential arrangement with Canada, even among 
the people who are objecting most strenuously 
to the imports of foreign oil. 

MR. GUSHUE: What about the position 
of your Canadian company with regard to tariffs? 
Have you any views as to whether the tariff is 
a limiting factor, or is it just inconsequential? 

MR. NIELSONs I do not think it is 
affecting us in any way, because our markets would 
be pretty well found within Canada, and I would hate 
to have our Canadian sales department functioning 
in the United States. It would not give us much 
chance down there. You gentlemen may not have 
met Mr. Knight, but he has quite a way of selling. 
If we had him in competition with our Wyoming 
company I do not think it would be fair. 

THE CHAIRMAN: Well, thank you, 

Mr, Nielson. As I say, we are very grateful to 
you for coming here and giving re this presentation 
from a different angie of the problem,and ina 

very clear and helpful manner. 

MR. NIELSON: Well, Mr. Gordon, 

I just want to say again that in the circumstances 
this was rather hurriedly put together. Our 
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time of the Regina meeting, and I really did not 
have an opportunity to do the amount of work I 
would like to have done on a progranme of this 
kind. If there is anything further in which we 
can be helpful to the commission, I will be giad 
to do anything further you desire, 

THE CHAIRMAN: That is very kind 
of you, and we will remember that. Perhaps our 
staff will be in touch with your Canadian people 


if they need some help, 
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THE CHAIRMAN: Now, gentlemen, 
is Mr. Magnusson here from the Fogeivik farms? 
We will label your submission Exhibit 72. Will 
you proceed to present it to us? 

MR. MAGNUSSON: Mr. Chairman, 

your secretary has given me fifteen minutes, 
and I guess the commission does not like to hear 
somebody read a brief, I would therefore like 
to use these few minutes to give you a little 
background about this brief. 

With regard to subsidies, which 
I dealt with on page 1, in my view subsidies axe 
all right as long as they are not permanent. They 
may help right at the moment, but agricultural 
subsidies when they become permanent do not 
help agriculture in the long run, True, farmers 
wish to have them because they themselves will 
benefit from them, and when they sell their farms 
that subsidy will be capitalized so the new 
farmer will have to pay more for the farm because 
of the subsidy. 

By way of comparison, our land 
in central Alberta is worth $75 an acre, and that 
is just about the amount it costs to break up 
that land. The same land in the United States 
costs today about $00 an acre, because of the 
subsidy which the United States farmer receives. 
That has been run up during the last parity 
programme they have had, The result is that if 


they take that subsidy off today it will ruin a 
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generation of farmers. 

With regard to food surpluses, 
a country like Japan, say, cannot buy if it 
cannot sell so it can get dollars. Otherwise 
they cannot buy food from us. If we try to 
sell our agricultural food surpluses, it is not 
only an agricultural problem; as I say here, the 
remedy is a lowering of the trade barriers not 
only in Canada but in the United States as well, 
They are perhaps tied in together on a dollar 
basis and on a business basis, We cannot do 
anything really permanent about its . therefore 
it is not only the agricultural policy of Canada 
but the increase in the population of Canada and 
the general trade policy of the United States and 
Canada which will solve the long=temm marketing 
of Canadian agricultural production. As it is, 
we have to do the best we can with international 
wheat agreements and so on, 

When we wish to sell more wheat 
than other people wish to buy, we have to have a 
better quality, That is the only thing we can 
sell on, because there is so much of it: and the 
trouble is that Canadian wheat is deteriorating. 
At a meeting with the milling chemists, held on 
September 9, it was stated that the average No. 
1 Winnipeg northern today, from a baking standpoint, 
is no better than No, 2 or No. 3 before the war, 
and the main reason for this seems tobe, for one 


thing, that the Canadian small bakers have 
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disappeared, and the Canadian big bakers are 
supplying just about all the bread. They are 
very much in need of high protein wheat, and 
they are selecting it in Canada and getting it. 

At the same time, the Canadian 
farmer is not paid on the protein content; and 
those areas in the Palliser triangle which supplied 
a high protein wheat are being abandoned because 
they had a very low bushel yield. Even though 
the protein content was high, farmers are not 
paid for that content, so they are disappearings 

These farmers go up to the Peace 
river area, and there grow wheat on land where 
they get greater yields and a lower protein 
content. 

There are one or two nations who 
know that if they buy Fort William wheat or 
Churchill wheat they will get good wheat, but if 
they buy Vancouver wheat they will get poor 
protein wheat. So they specify buying at these 
points, and it is very well known abroad, 

In some of the countries abroad 
they have raised the quality of their own wheat 
by offering their farmers inducements to 
produce high protein wheat, and the farmers are 
paid accordingly. That is not done here, and 
the thinking is that we cannot sell the high 
protein because then we cannot get rid of the 
other wheat. 


The only new thing I have to say 
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is that the farmer should be paid according to 
protein, but do not sell it on the protein; just 
have two grades,of milling quality wheat and feed 
wheat, which can be coloured by a special process, 
which means that if anybody tried to use it for 
bread there would be a red colour to it, though 
it would not be poisonous or anything of the kind. 

Now I proceed to page 3 of my 
brief and deal with barley. In connection with 
that matter the point is that the barley 
improvement institute is now close to supplying 
our country with a pilot malting factory and a 
pilot brewery, in order to try out new varieties 
of barley. If a brewery should get a new 
brewmaster, he might have inherited the formula 
from his father, It must be just so, and nothing 
will be changed because that beer is just perfect 
as it is, Agriculture has a tendency to try 
something new, but the Canadian brewer is definitely 
inclined to keep things as they are. Therefore 
it would have been liked much better if those pilot 
plants had been operated by the government, just 
as the rust laboratory in Winnipeg is operated, 
and other things of that kind. 

The Canadian grain trade should 
study types and qualities of barley which are 
desirable, We had an interesting experience in 
connection with this barley which it was found 
we could sell to Japan. The Canadian trade thought 


that was just the perfect barley for pearling, and 
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that it could be used for pearling in Japan, 

sowe sold it there, Japan accepted it for years, 
because they could not get enough barley,until 
they suddenly — across a bit of feed barley. 
Then they said, "Now, we do not wish any more of 
this other barley; we wish your ordinary feed 
barley." | 

The reason is that the first barley 
had too big a kernel, so that when it was mixed 
with rice the barley stood out too prominently. 
They wished to have a uniform mixture: therefore 
the smaller six-row barley was just right for 
them. 

In the meantime the Alberta 
farmers had been growing Compana barley, and it 
really amounted to something, It looked as though 
it were going places, when suddenly the market 
flopped. 

The Canadian wheat board has invited 
a Japanese delegation to come here and tell us 
what they wish; but in my view, when you run a 
business you do not rely completely upon your 
complaints department. You make a survey right 
on the spot, to see what the consumer wishes, 

I consider that the private export 
of wheat should be discouraged, That should not 
be sos; even if I have a high protein wheat I myself 
should not be allowed to export it, That is 
completely right that I should not be allowed to 


do that. But I do not understand why the wheat 
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board is discouraging the private export of 
barley. The barriers set up to stop such export 
are ridiculous. If a private individual can place 
barley abroad at a high price, that should be a 
good thing for ‘the country seen from every possible 
angle. 

If any are interested in details 
on that, I can supply plenty, because I have been 
stopped from exporting, though I have finally 
managed to do it, 

With regard to. forage and lawn 
grass seed, northern Alberta and the Peace river 
region are in a very particular position in the 
world, in that we can produce both fodder and 
seeds, and are particularly adapted to do so, 

I give an example of the new type of thinking in 
regard to clovers, For those who are a little 
bit familiar with developments in regard to corn, 
we use the same method that is used to produce 
hybrid corn. In other words, the parent plants 
are grown in isolated areas, for example in 
Kentucky, where they use very much red clover, and 
then the seed is moved up from those plants to 

the Peace river district or to eastern Oregon, 
There the seed from the Kentucky parent plants 

can be grown as a mixture and, through natural 
cross-pollination produce a hybrid seed which then 
is free of the Kentucky diseases and at the same 
time has the hybrid nature, and we can send it 
back to,Kentucky again. But when we try to 
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develop that sort of thing we find ourselves in 
trouble because of the fact that the Canadian 
seeds act is not up to par, A number of facts 
suggest that the Canadian Department of Agriculture 
discourages such informational seed growing 
programmes, We had a fresh example last summer, 
when Dr, Valle, Finland's most prominent plant 
breeder, was over here to investigate whether we 
could not produce seeds for their clovers, Due 
to their climate over there, they have to have 
clover for fodder and for other purposes, but 
generally they cannot grow the seed themselves. 
It had been sent over to Ottawa, and the idea was 
that we should produce that seed in the Peace 
river area, or in northern Alberta, 

That clover was tested in bevewt 
and did not turn out to meet their specifications: 
but as Dr. Valle pointed out, he did not care if 
it did well in Ottawa; the question was, could we 
produce the seed somewhere in Canada, most likely 
in the Peace river area. Such a deal might not 
mean very much, but it could amount to about 
$500,000 a years and we might have 20 different 
types of these forage seeds, Some of them run 

up to perhaps $15 million a year, and putting 
them together they could be just about as important 
as the wheat exports, if it is really run right. 
One of our own introductions, Merion blue grass, 
might within five years have had a value of $20 


million a year in Canada, of which only $2 million 
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worth could be used in this country while the 
rest would be exported, mainly to the United States. 
But here again we run into the fact that Canada 
does not know what that is. I cannot get a tag 
on it saying it is blue grass; I cannot get a 
seed inspector to come and inspect that field; I 
cannot get him to look at the seed and say it is 
Merion blue grass, because according to the seeds 
act it is not Merion blue grass. Therefore it 
is not recognized by the officials who are ina 
position to see that all regulations wnder the 
seeds act are obeyed. 

I have discussed these matters with 
them, and it is possible to circumvent the 
regulations under the Canadian seads act. I do 
not like it, and it is not desirable but it is 
possible. You can see tags from a private foundation 
describing it as blue grass, which is not as good 
as if I could get a Canadian tag for the seed, 

A very important agency in connection 
with Canadian seed production is an organization 
called the Canadian Seed Growers Association. 
This.was founded by the man in charge of the 
government agency which handled seed problems, and 
he and his successors acted for many years as 
secretary of the organization. However, later 
on it was found on a strictly theoretically 
basis that a man should not be both in charge 
of the seed business for the government and have 


a private job in connection with a seed organization. 
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The result is that today each 
organization is so bound up in regulations tied to 
the other organization that for every-day 
decisions a tremendous amount of work is 
duplicated. Had it not been for the seed 
growers! association's tendency to be exclusive, 
more like an old-type guild, which by nature tries 
to cut down competition, I believe that either 
organization alone could have done a better and 
cheaper job for agriculture and the Canadian 
government. 

There could be change there, if 
the government had all the responsibility for 
the seed business and the Canadian seed growers 
association was acting more on account of the 
growers, surveying new fields and establishing 
the Canadian growers! ability to produce special 
seeds, and to warn growers against the over-= 
production of certain seeds, In 195k we 
produced 10 million pounds of a particular seed, 
and in 1955 some 7 million pounds, when the 
Canadian demand was only perhaps half a million 
pounds or possibly it is up now to 2 million 
pounds. The rest of it had to be sent down into 
the United States, and there was very close to 
an embargo on it, 

Canadian farmers should grow 
varieties which show such characteristics as 
to ensure the best possible crop. It should have 


no bearing whether the variety was developed by 
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a Canadian university, the experimental farm 
system, a private individual or a foreign 
country, as long as it is producing the best 
crop for the Canadian farmer. 

I am there indulging in a mild 
protest over the fact that there is mpbehty ate 
seed breeding institution in Canada. Neither is 
there in the United States, really. They have 
that in at ABS , SRY there could be done in Canada, 

The other point is that the breeder 
himself is not protected at all. 

A considerable amount of bootlegging 
of seed is going on via recognized tests run by 
universities and other institutions even before 
the new variety is on the market. The new 
variety is practically out of the breeder's hands 
as soon as it hits the market, However, lately 
a way has been found to protect the breeder ina 
way which is hardly palatable. That is to 
register the new variety name as a trade name, 
which means that nothing can ever be sold under 
this trade name without the permission of the | 
holder of the trade name, This gives too much 
protection to the plant breeder, 

A just and practical way of 
protecting the plant breeder is used in Holland. 
As in Canada, the government agency there collects 
a fee when seed is sealed according to the seeds 
acto In Holland half of this fee is paid to 


the plant breeder who introduced the variety. 
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This would be a very good inducement for private 
plant breeding in Canada, if such a scheme could 
be adopted, 
| It is significant that the only 

private plant breeders! tastieust ais of any 
importance in North America are the hybrid 
corn enterprises, The reason is that these 
organizations do not allow their parent stock 
to get out and consequently no bootlegging can 
be done, Therefore to get hold of it you just 
have to steal it, and apparently they are able 
to prevent that, . | 

A similar system could be adopted 
in connection with hybrid clovers and hybrid 
grasses, thereby making it possible for a plant 
breeder to be employed in private industry or, 
if he so desired, to start an enterprise of his 
own, It is possible that this development will 
appear, as it did in connection with the hybrid 
corn. The breeding of cereals is so complicated 
that a private individual will hardly be able to 
break the government institution monopoly. They 
have their laboratories, their pathologists and 
so on, and the whole science service of Canada, 
so that today even if a private plant breeder 
would like to go into barley or wheat or anything 
of that nature on his own, that is not possible; 
and it is very well run as it is now, 

With regard to livestock, we have 


a subsidy of about $6 million a year which the 


ee 
ae aatageltood, on pLtaeupenoo bes. $99 eee 


"gant, soy 6 to bod tog qf excRenedT — -omeb o8 
olde oxe yet yitnonsas iA ad? Leeda of, ova 


leper, os oo 4 yt tad ati tneverg oF © 


betqobs od bivoo meteys talimia A, 


- 
I 


bindyd bas steolo Abityt cttw. qotseenaee ato 


img « 10% eldtesog 2 aatsism Weredit BOP eeTe 
«10 Yteubal edaving at beyolqme ed ot aeboord 
gid to ealrqredme ne. sade OF, sbetiseb 08. ei tt 

| 20g Et 41 spo 

 bbrtye odd adtw aottoennos ak bth +t eg «tecaqs. 
betsotigaos ca at elsete® Io aatbeerd eif M109 
ow er ea wlbuact rote Tansbtiv i bat eseviag 8s isd 


vei? s¢efoqenom aoltud tent tromnseyog. ed? deond 
has ateinoLedisg stent gtetrotaiodal tiledt evad 
,abaned to evtyree sometoe elodw edt bas, .mo Oe 
«abeerd taelq etaviaq s Lt, meve yebos gedit of 
gaiscyos to tsecdw so yelted otal pa od ext bisow 
jeidlesog goa el ¢ aft . owe eid mo etsien tent Yo 
| sien at ¢t es mon Ifew yrev et Ji bres 

ovad ow ,H#doteevht oF Bbreaper AgiW 
od} dotdw vaeq 8 aotilim 0% dugds Yo, ybiedye.s 


- 2566 = Mr. Magnusson 


government pays for the top two grades of hogs. 
In my view that should not have been needed, on 
my basic idea that such subsidies in the long run 
are an evil thing for agriculture, 

One of the reasons we have to have 
this inducement is that the Canadian housewife, 
when she buys bacon, cannot see whether she is 
getting the top grade of bacon or the lowest grade, 
except when it is too fat or something like that. 

| Hogs are generally sold according 

to government grades, of which the most important 
are A and B= 1, The price differential between 
these two grades was constant for about 10 years 
until April of 195, when there was a slight 
increase, I have tried to get information as to 
who was responsible for this change, but to no 
avail. 

| This should not be so, It should 
be the supply and demand at the consumer level 
sete decides the price spread for the qualities, 
But that cannot be done as long as the grading 
system does not go as far as the consumer, When 
a producer sells grade A and B eggs, this grading 
follows the eggs through the trade channeis and 
reaches the consumer. Such information is not 
available to the housewife purchasing bacon. 

If that had been the case, I am 
quite sure we would see a marked increase in 
the price spread between the top and lower grades 


of hogs. The Canadian meat industry is today 
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complaining about the decrease in Canadian hog 
quality. The main reason for the decline is 
that the Canadian hog producer makes less profit 
if he aims for a grade A hog than a Bel hog, 
With a bigger spread it would pay to raise grade 
A hogs. 

I submit that if quality is 
desired, and I am certain that it is essential, 
then the price paid by the processor should be 
in line with the actual retail value of the 
carcass. This can only be possible if, first, 
official government grading is in line with 
retail value and, second, if supply and demand 
at the consumer level are allowed to determine 
the price differential, At present the retailer 
does his best to sell all pork products as 
though they originated from grade A hogs, and 
indeed he may have to purchase on that basis from 
the packing plant. However, a housewife buying 
pork products packaged by a packing plant has 3 
only price differential, and perhaps not even 
that, to tell her whether she is buying bacon 
from a grade A hog or a ridgiling,. That is a hog 
which for one reason or another has not been 
castrated, and therefore there is a bad smell in 
the bacons 

With regard to the other problems 
in connection with the improvement of hogs, I 
can only say that we are 30 years behind the 


Danes in the development of our hogs, In other 
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respects we are 30 years behind the United States, 
and in other respects we are 4 years behind 
Holland. 

Now I have to talk in a parahbis 
to explain a startling thing for those who may 
be familiar with agriculture. If this 
commission had been appointed 200 years ago in 
the old country, the members of the commission 
would have been Lord so and so and Lord so and 
so. Today it is a desire to serve that makes a 
man go places. In livestock we are exactly 
200 years behind, We talk about the Royal Winter 
Fair and so on, and say how much good we do in 
that way; but if we could cast off the pedigree 
system and get right down to the animal itself, 
and say how does it milk and how does it 
produce and so on, all the rest of it does not 
matter so much, The genetics sre so vague anyway 
that they really do not matter, 

There is one little point for 
special consideration here. I do not wish to 
elaborate on it except for one reason. Suppose 
you are in charge of a government experimental 
station or you are in Ottawa in charge of a 
project there, and you have a long-range 
project and a certain amount of money to spend. 
Then money suddenly becomes available for quite 
a different project, which you really have not 
thought about at all, How aré you going to 
spend it? 
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I really should not talk this 
way myself, because that has made it possible 
Lor me to hire away the top man from the 
experimental farm system, I have him. 

Now, in connection with the 
breeding of livestock I have said this in the 


briefs: 


"Agricultural shows 
sponsored by federal and 
provincial governments serve 
very little use to modern 
agriculture, Shows served a 
good purpose in the era of 
agricultural development prior 
to the discovery and development 
of the science of genetics, 
Today they exist as anachronisms 
that tend to obscure the real 
accomplishments of agricultural 
science, 

The world wheat king 
sometimes wins with a variety 
which is not recommended for 
growing anywhere in Canada, nor 
is it a representative sample 


of the wheat he grows," 


The Canadian red spring wheat I 
have possesses all the best milling qualities, yet 


the superintendent of the Regina experimental 
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station said yesterday that it has never won 
any award at any seed fair. I think he was 
wrong; I believe it won at one time, but it 
means that we grow special wheat for other than 
show purposes, and the wheat grown for show 
purposes has no relation at all to the ordinary 
wheat. They use washing machines with which 

Go. polish’ it ; “and so ‘on; 

It has also happened that after 
a sow failed the advanced registry record of 
performance test, she was judged grand champion 
at a government-sponsored SHOW» Beef cattle 
have won prizes that they could only get after 
they were surgically altered, A very strong 
point there is that scientific investigation 
strongly suggests that show standards have 
increased the occurrence of dwarfs in the beef 
cattle population, 

The amount of government grants 
to shows is huge, but it is almost impossible 
to evalute them, as they are often disguised 
as grants to so-called breeders’ associations, 
which then turn over the same amount to the 
exhibition boards, 

However, shows continue in 
popularity because we are steeped in show 
tradition and educated to accept them. Show 
news makes volumes of copy for our agricultural 
Press. Our }-H clubs base many of their 


activities on the ability to judge by show 


wow revée zed 32 Tad 
asw et anid? T vata bee 
¢t tu Gemkt enc ts aoe vO 
wa sac ng som a 
wode 07 nworg taerw ee 
yreatoto eft oF Ils: te motderee rr fd 7 is 
doida dviw eentdoem antisew eet va | 
“ane oe bre wt él Hog 


eotta tact benegged osfa ead 2 7 a 


f) 


‘to bsoner gxieigen beonavbe edd belts? w egal’ 


peo loyiets pasty begbrl eaw oda teed oonaco ts a et 
7 ae 
ra 


aivdeo teat wore boronnogs-dneniete von = aan 


L 


cette tog ylao fivon yedd dad? eeatig now evar ac 
sucttits view A sheredia yiteotaume © Eo 
fo) Sag ewer? pbittneton Jaci at cue 


“- ae ; 
evygd aPsbneate wode sad? evecusve viadonte 
teed sit at eltewd ‘lo someytHo ge an? poet a 


| srottatsqog oftsae ’ 

ainaty Joemrovey to dseuqina act ( 
eldtecoqm! teomis #: of Sad ,eaud = ewons- $i 
hevtoseth netto era add ea ,stedd esuteye of 

, me tia TSCkae ‘avebeerd hefieo-o8 oF eonetg ea 
oct o¢ doworta oma sdt seve amt ned dioket 
.sbraod nokttdidxe. — 

rt Sint bos to ewode ,TéevewoH 

wors mi baente as Ow eeuaped wiixakeqog 
wodd med ¢o¢seos oF tiednonbs bas sold tbat 
(aurdivetyae mo 10% Yeo to comlov eelem swert 
stedt Yo yes esad edoio Heyl sO © “seeetg LB - 


wos yd eniet ot wiltde sit ne gers 


= 261 i> = Mr. Magnusson 


standards, Shows will continue to be encouraged 
by town businessmen who profit from the influx 
of visitors at fair time. 

Shows have a place in agriculture, 
but they should be used to promote better 
agriculture, not to glorify false standards. Is 
it not time to let shows support themselves 
without any further financial assistance from 
public funds? 

THE CHAIRMAN: You would not 
suggest that they cut out the Calgary Stampede, 

I hope? 

MR. MAGNUSSON: Yes, the 
government grant for it. Let a show go on by 
itself, but the government grant should be cut 
out. We have the Alberta Sheep Breeders’ 
Association and the Alberta Cattle Association 
showing a grant received on one side of the 
statement, a government grant coming in, and 
showing it going out on the other side, It is 
paid to the Calgary Stampede in small amounts, 

I have to apologize for this 
brief, It is not what I would have liked, but 
the reason is that a week ago I was in Ottawa and 
found that you had your hearing set down for this 
date in Calgary. I had to drive a new car 
home, and in South Dakota they said they simply 
did not like to have people on the road just 
at this time, so I did not get home until 


yesterday, and this brief was produced last night. 
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MR. STEWART: Mr. Magnusson, I 
feel very much disposed to agree with you on 
the matter of shows and the matter of our livestock 
breeding programme and other things. There is 
a great deal of detail here on the grading systems, 
with which I am not particularly familiar; and 
as we have not had a chance to read your brief 
beforehand, I would like to take it along and 
study it and follow up some of the points you have 
raised. 

THE CHAIRMAN: Thank you very much, 
Mr. Magnusson, There is a brief to be filed on 
behalf of the property owners!'s association, and 


then we will adjourn, 


---At :05 p.m. the commission 


adjourned, 
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